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Ohio users should see page 57 for instructions on use of ·the program 
in states for which no state tax subroutine is available. No state tax 
subroutine is available for Ohio. 
COMPUTERIZED PLANNING FOR DAIRY FA.RMsli 
ACCESS PROGRAM 50 FORM 0 
INTRODUCTION 
Modern dairy businesses frequently require major change, often involving 
large capital investment, if they are to be kept · competitive. The managers 
of these businesses must be continually searching out and analyzing alterna-
tives to determine which changes may be profitable a.nd when needed changes 
should be ma.de. Many of the investments that should be ana.lyzed have 
characteristics that make appropriate analysis difficult. These include: 
l. A multiperiod life with expenses and income 
unevenly distributed throughout the life 
2. A number of different individual investment items 
(ma.chines, buildings, land parcels and groups of 
animals) with different asset lives and tax status· 
3. A large enough potential effect on income to move 
the business owners through several marginal tax rates 
4o Differential susceptibility to the impact of inflation. 
The major capital investment computer program di;>cussed in this pub-
lication is designed to assist with the analysis of investments having some 
or all of these characteristics. In general, the model calculates the 
income and expense flows that could be expected to be generated by an 
investment, converts these flows to e.n after-tax basis and discounts the 
after-tax flows to determine the expected. gain or loss (net present va.lue) 
that would result if the investment were ma.de. Input for the model inc1udes 
the characteristics of the individual investment items, the cash flows to be 
generated by the investment, tax status and '.(ihe opportunity cost of capital. 
Output includes the net present value of the investment and a summary of the 
flows generated by the investment. 
An optional. dairy budget generator is part of the model. The generator 
may be used to generate cash flows for dairy situations for which base year 
information is available. It cannot be used for non-dairy alternatives nor 
for cases where data. for a base year of dairy farm operations is unavailable. 
1f An Ohio adaptation of "Major Capital Investment Computer Program" 
by E. L. LaDue and G. L. Casler, Department of Agricultural Economics, Cornell 
University. 
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This publication is designed to assist a user of the major capital invest-
ment computer program in making appropriate input entries and interpreting the 
results. The first section of the publication explains appropriate input 
entries, indicates possible error messages and explains the results. Table 1, 
indicating the values assumed by the model, is placed at the front of the publi-
cation for easy access. Use of this table is explained under modification of 
assumptions. The second section contains an example of the use of the program. 
A general input form and example output from a printing terminal, and a short 
form with touch-tone output a.re included. The same problem is used for all 
examples. This example is for a dairy farm expansion and uses the budget 
generator. 
INSTRUCTIONS FOR PREPARING DATA 
To prepare .data .for input to the computer, the data relevant to the 
problem being a.nalyz~d _ are entered on an input f.orm. - Two forms are available; 
A General Input -.Fo~ and a Short Input Form. · 'Th,e ·General Input Form contains 
identification o.f inp'\lt items and space for __ .. one . adjusted analysis (an example 
appears on page 35). The Short Input Form- identifies input data only by line 
number but provides space for three adjusted analyses (an· example appears on 
page 51) .. The General Input Form should be used as a. guide-when using the 
Short Input Form. -
When entering data on the input -form, the number of digits and placing 
of the decimal must conform with the spacing indicated on the input form. The 
number of digits (numbers) cannot exceed the number of spaces available. 
Decimal points cannot be added or moved. Fractions must be entered in decimal 
form. If negative numbers are to be entered the minus sign (-) must be entered 
and it uses. one of the available spaces • 
.... . · 
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Table l. 
· VALUES ASSUMED BY THE MODEL FOR OHIO USERS 
Assumed 
value . 
Assumption 
· ·-J t .~ .- ... ;. Code 
General Model Assumptions: 
50.0 
100.0 
90.0 
12.0 
4o.o 
0.0 
10.0 
o.o 
99.0 
0.0* 
6.0* 
0.0* 
57 
58 
01 
02 
.03 
04 
05 
54 
o6 
07 
08 
10 
Definition 
Percent that the price of yearlings pur-
chased is of cow purchase price. 
Percen~ of added yearlings that will b~ 
purchased (whenever cows a.re purchased, 
sufficient yearlings will be added to pro-
vide replacements required in the year 
after p~chase). 
Percent that price of raised anima.ls is of 
the price of purchased animals. 
Cull calf price as a % of cull cow price. 
Ca~ves sold as % of cow numbers. 
U~incorporated business tax rate (percent}~ 
Federal investment tax credit rate (percent). 
State investment tax credit rate (percent)' 
(will be doubled if unincorporated business 
tax is paid). 
Rate (percent) by which investment items 
are inflated. 
0-98 ·= PuTcbased buildings, equipment, land, 
purchased cattle and cull cattle 
inflated at rate entered. 
99 = Th~se investment items are inflated 
by the rates indicated in assumptions 
6 through 10. 
Inflation rate on buildings. 
Inflation rate on equipment. 
Inflation rate on :purchased cattle. 
Inflation rate on purchased land. 
Inflation rate on cull cattle. 
*These values are used onl.y ·if assumption 54 is set to 99. However, if 
these assumptions are changed under "modification of assumptions," the rate 
entered will be used ·even if : assumption 54 i.s set at zero. 
Table 1 contd. 
Assumed 
va.lue 
Assumption 
code 
VALUES ASSUMED BY THE !«)DEL 
Definition 
Dairy Budget Generator Assumptions: 
1.0 55 Year for which budget data are to be printed 
out (for touch-tone terminals). 
o.o 
$100.0 
$200.0 
$225.0 
$ 90.0 
o.o 
$ 25.0 
100.0 
70.0 
40.0 
70.0 
11 
53 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
If o.o, · labor cost will increase to value 
entered on line 47 with the annual increase 
proportional to the increase in herd size. 
If 1-5, total increase from base year cost 
to value entered on line 47 occurs in year 
1, 2, 3, 4, or 5, i.e., 1 indicates increase 
occurs in -year 1. 
Minimum level of purchased feed per cow 
(crop sa.les cannot be used to offset this 
protion of feed bill). 
Cost . of feed value provided by an acre of 
corn (100 bu. at $2). 
Cost of feed value provided by an acre of 
hay crop ( 4 . 5 t • at $5 0) • 
Cost of feed value provided by an acre of 
other feed crops. (60 bu. oats at $1.50). 
If value is o.o, feed-crop sales will be 
used to offset additional feed purchases 
required when acres per cow declines. If 
value is 1.0, feed costs will be increased 
by the value of the additional feed purchases 
required and feed-crop sales will not be 
reduced. 
Minimum increase in machine repair cost per 
cow with increases in herd size. 
Maximum percent increase in auto expense. 
Fertilizer and lime costs on hay as a per-
cent of corn. 
Fertilizer and lime costs on other ~ crops 
as a percent of corn. 
Fertilizer and lime costs on non-feed crops 
as & percent of corn. 
Seeds &nd plants cost on h&y as a percent 
of corn. · . 
Table 1 contd. 
Assumed 
value 
60.0 
100.0 
80.0 
25.0 
60.0 
1.0 
3.0 
99.0 
Code Item 
30 Labor 
31 Feed 
32 Machine hire 
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· VALUES ASSUMED BY THE MODEL 
Assumption · 
... Gode Definition 
22 Seeds a.nd plants cost on other feed crops 
as a percent of corn. 
23 Seeds a.nd plants cost on non-feed crops 
a.s a percent of corn. 
24 S~ray and other costs on hay as a percent 
of corn. 
25 Spray and other costs on other feed crops 
as a percent of corn. 
26 Spray and other costs on non-feed crops 
as a percent of corn. 
. . 27 Percent decline in milk production per 10 
percent increase in herd size over 20 per-
cent (enter negative value if production is 
to increase). 
28 
29 
30-52 
Code 
38 
39 
4o 
Years ·to recover from decline in milk pro-
duction due to expansion (maximum of 5 years, 
enter 9 if recovery not expected to occur). 
Indicates rate by which dairy budget cash 
flows are to be inflated. 
0-98 = All items listed in assumptions 59-81 
· will be inflated by the rate entered. 
99 = Inflation coefficients indicated in 
assumptions 59-81 will be used. 
Can be used to specify any particular item 
in the generated budget. The value entered 
will be used for all years. 
Item Code Item 
Vet and medicine 46 Rent 
Other dairy expense 47 Telephone & 
Electric 
Lime & fertilizer 48 . .. Misc. exrenses 
33 Machinery repairs 41 Seeds and plants 49 Milk sales 
34 Auto .expense 42 Spray a.nd other 50 Livestock sales 
crop expenses 
35 Gas and oil 43 Land, bldg., & 51 Crop sales 
fence repair 
36 Purchased livestock 44 Taxes 52 Misc. receipts 
37 Breeding fees 45 Insurance 
Table 1 contd. 
Assumed 
value 
0.0 
6.o 
6.0 
6. 0 ~ 
7.0 
7.0 
10.0 
o.o 
6.o 
6.o 
6.o 
3.0 
6.o 
3.0 
7.0 
6.o 
6.o 
0.0 
10.0 
3.0 
0.0 
0.0 
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VALUES ASSUMED BY .THE MODEL I . 
Assumption 
Code 
59-81 . 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
7l 
72 
73 
74 
75 
76 
77 
79 
80 
81 
Definition 
Used to SJ>ecify the rate of inflation 
(percent) for all items in the ca.sh 
flow budget. The values listed will be 
used only if assumption code 29 is set 
at 99. If assumption code 29 is set at 
99, the values listed will be used for 
all items except those specifically set 
at other rates by additional entries 
under input Section IX, "Modification 
of Assumptions". 
Land rental rate 
Labor 
Feed 
Machine hire 
Machinery repairs 
Auto expense 
Gas and oil 
Purchased livestock 
Breeding fees 
Vet and medicine 
Other livestock expense 
Lime and fertilizer 
Seeds and plants 
Spray and other crop expense 
Land, building, and fence repair 
Taxes 
Insurance 
Rent (base year) 
Telephone and electricity 
Milk sales 
Livestock sales 
Crop sales 
-7-
EXPLANATION OF INPUT DATA 
At the top of the input form, space is provided to enter the PROGRAM 
number, NAME of the person for whom the ane.lysis is being ma.de, and an 
INVESTMENT description. For mail-in, batch processing or use on the 
Virginia Polytechnical ·Institute (VPI) Computerized Management Network (CMN) 
System, the program number consists nr two parts. The f"irst three digits 
are the number of the program, 050. The last two digits indicate which 
input form is being used. Thus, if" form l is being used, the appropriate 
entry would appear as 
PROGRAM Q _2 Q Q _! 
For touch-tone an~ University of Michigan (U of M) printing terminal use 
only four digits are used. The first 2 indicate the program number (50), 
the third indicates the form number (1) and the last indicates the data 
file being used (l to~). Twenty-fo~ characters may be used for the n~e 
and 40 for the investment description. Each letter, number, period, dash 
and space count as a character. In identifying the investment ~tem it is 
suggested that you be as descriptive as possible about the particular in-
vestm~nt being considered and for the problem being analyzed. 
Section I. Planning Period 
la. Enter the number of years to be used in evaluating the 
investment. The maximum planning period length is 
25 years. Fractions of years cannot be entered. 
Section II. Building Investment Information 
All .information on buildings or other depreciable real estate, such as 
orchard trees or vineyard plantings, should be entered in this section •. 
Space is provided for three sets of buildings and/or depreciable real estate. 
If more than three buildings or plantings are included in the investment, 
they should be reduced to three groups by combining i terns with similar 
characteristics, i.e., similar life, salvage value, and depreciation method. 
In the discussion below, and on the input form, .the word buildings is used 
to denote buildings and/or other depreciable .real estate. The line to the 
right of Item or Group is u~ed only for user ide~ti:fication. It is not 
entered into the computer. 
.. 
2a. Enter the total cost of the building or buildings in group A. 
2b. Enter the year the building~ in group A are to be ptirchased. 
If ~hey are purchased at the beginning of the planning period, 
enter zero; if they are purchased one year from the beginning 
of the p11µming period (or at the beginning of the second 
year), enter 1. In general, enter the number of years from the 
beginning of the planning period until the building. is .purchased. 
3a. Enter the number of years over which the item is to be depreciated. 
This must be equal to or less than the number of years to replace-
ment indicated in 3:f. below. If the item is not depreciable, 
enter "00". 
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3b. Enter the salvage percentage to· be used. Salvage percent should 
ref'1ect the estimated market value of the investment at the end of 
its period of use. This percentage should be entered even for 
non-depreciable items since the value used for terminal value 9f 
non-depreciable items is the salvage value.:. - The salvage value 
entered is used for depreciation purposes and ·as an estimate of 
true market value at the end of the investment's life. 
3c. Indicate the depreciation method to be used for this investment 
group.. · Remember that certain "fast" depreciation methods 'are 
ineligible for use on buildings. 
3d. If the investment qualifies for Federal investment tax credit, 
enter "l"; if it does not, enter "O". 
3e. If the investment qualifies for State investment tax. credit, 
enter "l"; if it does not, enter "O". 
3f. If the building is to be replaced, enter the number of years it 
is to be used before replacement. Buildings with a. life shorter 
than the planning period will be replaced the number of times 
required to complete the planning period. Any building that is 
not completely used up by the end of the planning period will be 
given a terminal value equal to its undepreciated value. If a 
building is not to be replaced, enter "OO". If a building is not 
to be replaced, the model will assume that the item will either 
physically last foi; the entire planning period or that the item is 
no longer required after it wears. out. Care should be exercised in 
coordinating the planning period length . s.~iected in line la. with the 
le~gth of iife · appropriate for the buildings constructed. 
4a. - 5f. These lines correspond exactly with lines 2a. - 3f. except that 
they apply to building i tern or group B. 
'• ) 
6a; - 7f. These lines correspond exactly with lines 2a. - 3f. except that 
they apply to building i tern or group C. 
Section III. Equipment Investment Information 
· All machinery and equipment investment information should be entered in 
this section. Space is provided for three sets of equipment. If more than 
three equipment items are included in the investment, they should be reduced to 
three groups by combining items with similar characteristics, i.e., similar 
life, depreciation type, investment credit st~tus. 
Ba. Enter the total cost of equipment item or group A. This should 
include transportation, installation or other costs where 
applicable. If i terns are to be tra~ed in, the fair market value 
of the trade-in should be added to the boot price to get the 
actual cost. Include only equipment items which are part of the 
investment. Do not include items that will be purchase<t whether 
the inve~tment is made or not. 
Bb. 
9b· 
9c. 
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Enter the year that equipment -- item or group A is purchased • 
.. If ·.it is pur.ch~sed. at · the beginning of ·the planning period~ 
entf;!l-' zer.o. If · it'" is :purchased· in ·later periods, enter the 
ii~er) of 'year~ .-from the beginning· of the planning period 
until. th~ '~item is purchased. 
;:•, . . . • . . . 
Enter· the numb~r of years over which the item is· to be depre~ . 
'"'.\dated~ Thi~ ·must be equal, .to or less than the· ·number · ·of years 
t6l ·replacemeri.t ~ndicated in 9f. below. If the i tern is non-
depreCiable, ·enter "OO" • 
. Enter th~ salvage percentage to be used • . .Salvage . percent .. should 
reflect the··eStimated market value or the investinent at the end 
of its :Period of. use. . Th~ s&lvage va.lue indicated is used fc;>r 
tax I)\rrposes" and as an indicator of ·true ma.rket value at the end 
·of the · investment's life. 
Indicate the ~depreciation ·method to be used for this investment 
group. Remember that. used me.ch.inery does. not qualify for 
c·ertairi "fast" depreciation methods. · 
9d.· .. If· the equi:PIIlent item or group qua:lifies for Federal investment 
·tax credit, enter "l";- if it does not .enter "O". 
· 9e. If the equipment item or group qualifies fo_r State investment 
" .. · tax ·credit;. ·enter "1"; if it does not, enter "O". 
9f. If the equipment item or. group is to be replaced, enter the 
nUniber of years it is to be used before replacement. · Equip-
. merit w:t th a' life· snorter than the planning period will be 
replaced the number · of times required to complete the planning 
period. , Any eq_uipment item with one or more yea.rs of useful 
life at the end of the planning period will be given a terminal 
value equal to its undepreciated value. 
If the equipment item is not to be replaced, enter "O". If 
an equipment . item ~snot replaced the computer program will · 
assume that the item will. either physically last for the 
entire planning period or that the ·item is no longer ·required 
after it wears out. · 
lOa. - llf. These lines correspond exactiy with lines 8a. - 9f. except 
that they apply to equipment item or group B. 
12a. - 13f. ·.These lines correspond exactly .with lines 8a. - ··9f. ~cept 
.that they apply to equipm~n~ _. :item or group C • 
. · ,..:·:·. 
Section IV. · Live·stock Inv~stment _:J:nforma.tion· 
· The model is designed to handle livestock investments at any time during 
the first five years of the planning period. It is assumed that all cllanges 
in livestock numbers that relate to the investment· will be accomplished_; . . 
during the first five yea.rs·. Only breedlli8 ._ (and/or milking) livestock should 
be ·entered ·in this~. section. · Purchase and sale af feeder steers or similar 
livestock should be included in cash flow budgets. 
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~· : ~ . 
. ... ... . 
Ra.is·ed livestock used to increase ... herd '-Size are. .. in~iuded a.s :pa.rt of the 
investment·. If' the investment were not · made, these ·animals could be sold. The 
model ca.lcUl.&tes the number of raised livestock to include in the investment as 
that :part of the year-to-yea.r increase in ·herd size not :provided by :purchased 
a.nima.l.s. For example, if (1) the number of cows before investment is 100, (2) the average number of cows in year 1 is 125 and (3) the number of animals 
purchased in yea.r O (at the time of the investment) is 15, t:,he model will 
assume that 10 raised a.ninia.ls a.re :pa.rt of the ·investment.. The c"st of raised 
cattle is indicated by the price entered for :purchased live~tock and assump-
tion 58. 
Whenever the herd size is :increa.sed, using either :pur,chased or raised 
animals, the model asstimes that sufficient yearlings must also. be added to 
provide the raised replacements required in the following year. It takes a.t 
lea.st two yea.rs to grow a. re:placement and only one year will la1)se between 
the time the cows a.re added tn the herd and the time the first of the added 
cows will be cull~d. ·· Thus, either (1) the farmer w:ill have to have excess 
yearlings at the time the investment is made, (2) additional replacements will 
need to be :purchased the year following the herd size increase or (3) the 
farmer will have to buy additional yearlings at the time herd size is increased. 
In any of these cases., the cost of the additional yearlings should be charged 
as part of the investment~ · If replacements are r&ised, the cost of raising the 
yearlings to freshening age will be included in the ca.sh flow as pa.rt of the 
expenses. Yearlings· will not be :purchased for tha.~ portion of the increase in 
herd size that is to be replaced with :purchased animals, .~s indicated in input 
line 18c. 
14a. Enter· the number of cows at the time the investment is made. If 
additional cows have been (will be) kept (instead of sold) in 
anticipation cf ma.king the investment, these animals should be 
excluded from line l4a.. If no animals a.re .involved in the 
business, before or as pa.rt of the investment, enter zero on lines 
14 and 15. 
14b. Enter the average number of cows for the first year (first 12 
months). This includes anima.ls in the herd before the investment 
as well as those that are pa.rt of the investment • . 0~ly those 
animals that are bought in year zero -will contribute to any in-
crease in herd size for year 1. 
14c. - 15c. Enter the average number of cows for the .12-month period. implleQ. 
by the yea.r indicated. · · 
16a. Enter the number ~f mature animals (cows or bred heifers) to be 
purchased a.t the beginning of the planning :per-iod. If younger 
heifers or calves are purchased with the expectation that they 
will be ra.ised and will enter the herd in one or two years, these 
a.nima.l.s should either (l) be entered as purchases in the year they 
enter the herd, or (2) be included a.s raised animals by allowing 
the model ·to impute .. their investment cC'lst in the year they will 
ent-er the herd. · 
- . ., 
.. . ' 
16b •· - - i 7b. Enter ·the· number of mature animals to be purchased in the yea.r 
· ( indicated. It is assumed tbet ~ investments take place a.t one-
year intervals. Thus, animals purchased in year zero s.re in the 
herd during year 1, animals purchased in year 1 a.re in the herd 
during year 2, etc. Schematica.J.ly ~or an investment made on 
December 31 (or January 1), this can be shown as 
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Investment year: 0 1 2 
. D l J F M A M J J A s 0 N DJ ( J F M A M J J A s 0 N D I- J 
y 'Y 
Business year: 1 2 
17c. Enter the net value of an average cull cow. This should reflect 
the ' average value received for cows culled from the herd. Selling 
costs should be subtracted from average gross value per cow. 
Consideration should be given to the fact that some animals culled 
are injured or -in poor health at the time of sale. 
18a. Enter the price. per head that will be paid for animals purchA.se<L 
If only raise~ animals are used to increase herd size, enter the 
value that could be received for raised animals used as part of 
the new investment and set assumption 58 at 100. If some animals 
are to be purchased and some raised, enter the average value of 
all purchased animals to be added to the herd and set assumption 
58 at the level required to reflect any difference between the 
value of purchase~ and raised animals. 
If young animals are purchased to increase the number of raised 
replacements available in future years, enter their value at the 
· time they enter the milking herd. Always enter a price if herd 
size is increased by the investment even if no animals are to be 
purchased. 
18b. Enter the average number of years that purchased animals are 
expected to remain in the herd. An entry must be made on this 
line if herd size is increased. · 
18c. Enter the percent of a.ll animals included as part of the invest-
ment that will be replaced by purchased animals. If all replace-
ments are to be raised, enter zero. 
Note: When the budget generator is used, the costs generated 
will be based upon the assumption that the same percentage of 
replacements are raised after the investment as in the base year. 
If the number entered here differ~ significantly from the per-
centage of replacements purchased in the base year, budget costs 
will be over or under-es.t_imated by the cost of the reduced or 
increased number of ani.nia.ls raised relative to a proportional 
change. 
The percent entered here does not affect the replacements already 
being purchased as part of the business in the base year. 
19. All portions of line 19 must be completed if purchased animals 
are :pa.rt of the investment or if some of the animals that a.re pa.rt' -. 
of the investment are replaced with purchased animals or if any 
yearlings are :purchased. ~ 
19a. Enter the number of years over which purchased a.nim&ls a.re to be 
dei;>recia.ted. This must be less than or equal to the number of 
yea.rs to replacement (18b.). 
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19b. Enter the depreciation method to be used on all purchased li \re-
stock. 
19c. Enter the salvage ve.lue to be used for livestock for tax purposes. 
If the value entered exceeds or is less than the cull price, the 
respective tax loss or gain is added to taxable income in calculat-
ing tax to be paid at the time the animals are sold. 
19d. If the investment qualifies for Federal investment tax credit, 
enter "l"; if it does not, enter "O". 
19e. If the investment qualifies for State investment tax credit, enter 
"l"; if it does not, enter "O". 
20a. Enter the per cow value of the increase in herd size that is part 
of the investment. Enter the value in year 0 dollars. If cow 
values are being inflated, an actual dollar value will be cA.lculated 
by inflating the value entered. 
20b. Enter the average value of the additional heifers of all ages on 
hand at the end of the planning period as a result of the increased 
herd size. Enter the value in year 0 dollars. 
20c. Enter the increase in number of heifers of all ages on hand at the 
end of the -planning period as a result of the increased herd size. 
Section V. Land Investment 
All land or other non-depreciable real estate should be entered in this 
section. Space is provided for three separate land investments. If more than 
three parcels are purchased they should be grouped by year of purchase for entry. 
2la. Enter the year that land i tern or group A will be purchased. 
2lb. Enter the total cost of land item or group A. Total cost 
should include all transfer costs and taxes involved in the 
purchase. 
22. 
23a. - 24. 
25a. - 26. 
Enter the terminal value of land item or group A excluding any 
effect of general inflation on land values. This value should 
include any appreciation in land value due to location relative to 
population expansion centers or improvement in the quality of 
the land over the planning period. Any change in value due to 
general increases in the price level should be excluded. 
These lines. correspond exactly with lines 2la. - 22 except that 
they apply to land item or group B. 
These lines correspond exactly with lines 21a. - 22 except that 
they apply to +and item or group C. 
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Section VI. Income Tax and Cost of Capital Information 
27a. Enter the before-tax cost of capital relevant to the owners of 
the business for which the investment is being made. The cost of 
capital should ref'l.ect the rate of return that could be earned if 
the money required to make this investment were not used for this 
investment but were invested in the alterna.tive providing the 
highest return. For most businesses the cost of capital can be 
estimated as the weighted average of the rate of interest paid on 
borrowed ca.pi tal and the rate of return that could be earned by 
equity capital in alternative investment, where the weights are 
the amount of debt a.nd equity capital after the investment is made. 
27b. Enter the marginal Federal tax rate that would be paid if the 
investment were not made. The J"rogram assumes that the business 
is at the midpoint of Federal tax bracket indicated (Table 2) • -
The level of income is estimated from the Federal rate. If the 
income from the business is divided among more than one family 
(person), the marginal tax rate for all families (persons) should 
be -averaged. 
Table 2. MARGINAL INCOME TAX RATES 
Married Filing Joint Return 
- Marginal Marginal 
Taxable Income ·Tax Rates Taxable Income Tax Rates 
But Not But Not 
Over Over Federal Over Over Federal 
$ 0 $ 1,000 14 $23,000 $24,000 32 
1,000 2,000 15 24,ooo 25,000 36 
2,000 3,000 16 25,000 28,000 36 
3,000 4,000 17 28,000 32,000 39 
4,ooo 5,000 19 32,000 36,000 42 
5,000 7,000 19 36,000 40,000 45 
7,000 8,ooo 19 4o,ooo 44,000 48 
8,000 9,000 22 44,000 52,000 50 
9,000 11,000 · 22 52,000 64,000 53 
11,000 12,000 22 64,ooo 76,000 55 
12,000 13,000 25 76,000 88,000 ·58 
13,000 15,000 . 25 88,ooo 100,0QO 60 
15,000 16,ooo 25 100,000 120,000 62 
16,000 17,000 28 120,000 14o,ooo 64 
17,000 19,000 28 i4o,ooo 160,000 66 
19,000 20,-000 28 160,000 180,000 68 
20,(')00 21,000 32 180,000 200,000 69 
21,000 23,000 32 200,000 70 
27c. Enter a zero ( 00). 
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27d. Enter the appropriate state code {Ohio ·= .. 34). 
no state truces ar~ :u~ed in the .analysis. 
53 is used to indicate 
27e. Indicate :the number of tax families that will divide the net 
income from the business·.: ~The madei Will assume that all 
additional income generated by the investment is divided equally 
among the ·ta.x families. · 
Section VII. Projected Increase in Cash Flow 
For dairy farm businesses the projected increase in ca.sh flow provided 
by the investment ca.n be either entered in this section or estimated by the 
computer program from entries in section VIII. For e.ll qther types of invest-
men~s, increased cash f~ows · must _~be entered in this section. 
In calculating casn flows on .livestock farms, exclude from income the 
value of calf and cull cow sales ·resulting from the irl;vestment. Exclude from 
the expenses the value of purchased replacements resulting .f'rom the investment. 
Each of these items is calculated by the model. 
Five different cash flow leyels c.an be entered, with each level occurring 
in as many consecutive years as desired. Cash flow entri~s must be made for 
each year of the planning period. An entry of "O" on line 28 indicates to the 
computer that ca.sh flows will be estimated in .section VIII. The total number 
cf yea.rs for which cash .. flows are indicated on lines 28 - 32 must eg_ual the 
planning period on lin~ 1. 
28a. Enter the number of years for which the first cash flow level 
will be received. 
28b. Enter the before-tax·net: cash inflow level in dollars per year 
to be received during the yea.rs entered on line 28a. 
29a. Enter the number of years for which the next cash flow level 
will be received. 
29b. Enter the before-tax ca.sh inflow in dolls.rs per year· to be r .e-
cei ved during the years entered on line 29a. · · 
30 - 32. Enter the dolla.r value of each successive cash flow level and 
the number of years for which it is to be received. 
Secti,,n VIII. Budget Projection Data 
This section is a budget generator for projecting c~sh income and ~enses 
far dairy farm businesses. It cannot be used tc project cash flows :for· other 
types of .farms. The budget generator operates on the assumption that a. ·farmer's 
past experience is a. reasonable indicator of his expected perform.a.nee in future 
years. Thus, the data for a recent year, pref era.bly the year immediately prior 
to the one in which the. i,n_yestment is made, is used as a. bash · for estimating 
the income and expense levels that. :Wo;uld occur if the investment l$ ma.de. 
····"" ·- .. 
... .... 
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Data for the most recent year may · need to be adjusted to d~velop appro-
:priate base year input. Data. should be adjusted for a.ny irre~ri ties that 
occurred during the yee:r that are not expected to occur in future yea.rs. 
Examples of such irregularities include: 
(a) A feed bill carried over from the previous year 
that was pa.id off 
(b) The expense for a fertilizer purchase that is normally 
made in December but was delayed until the next year 
( c) Above normal corn yields that resulted in a below 
normal feed bill 
( d) Lime expens·e for permanent pasture that is ma.de 
only every four years 
(e) A reduced labor bill because son John was laid-off from his 
job in town and worked for nothing on the fa.rm during May 
and June. 
The model s.ss\lmes that the base year experience is what would occur in future 
years if the investment were not made. Use of a list of base year data 
adjustments and budget assumptions, like that .illustrated on page 33, will 
assist in interpreting results generated. 
33 - 43b. Enter all cash operating expenses for the base year. It is 
suggested that these items be added u:p and the total checked 
against total expenses for the year to be sure that all cash 
expenses are included in one of the categories. 
44 - 46b. Enter a.11 cash opera.ting income for the base year. It is 
suggested that these items be added UJ? and checked against 
total cash receipts for the year to be sure that all ca.sh income 
is included in one of the categories. 
47a. Enter the amount that is expected to be paid for hired labor in the 
fifth year. The value of assumption 11 determines whether the 
increase to this level occurs 9.J..l in one year or is :proportional 
to the increase in cow numbers. 
48a. Enter the number of acres of corn (silage and grain) grown in the 
base year. 
Note: A 0 must be entered on every line for lines 48 thru 55 if no other 
entry is required. 
48b. - 49c. Enter the number of acres of corn (silage and grain) to be grown 
in the year indicated. 
50a. Enter the number of acres of hay crops grown in the base year. 
Ha.y crops include haY, hay crop silage, annuals (other than 
corn) that were ensiled or pastured and cr opland pasture. 
4ob. - 5lc. Enter the acres of ha.y crops to be grown in the year indicated. 
52a. Enter the acres of feed crops other than hay crops and corn that 
were grown in the base year. Other feed crops include such crops 
as oats, barley, rye and grain sorghum. 
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52b. - 53c. Enter the acres of othe.r feed crops to . be grown in the year indicated 
54a. .Enter the acres of non-feed crops grown in the base year. 
Non-feed crops include all crops that a.re not or cannot be 
fed to livestock. Examples include vegetables, wheat and 
soybeans. If wheat or soybeans a.re used for feed, they should 
be included other feed crops in lines 52 and 53. 
54b. - 55c. Enter the acres of non-feed crops grown in the year indicated. 
56a. Enter the percent of total crop pales entered on line 46 that 
resulted from the· sale ·-of· non--feed crops grown in the base year 
as indicated in line 54a. 
56b. Enter the market value of land and buildings owned by the 
business in the base year. This number is used in estimating 
· taxes, insurance, and building and fence repair costs. 
57a. Enter the average pounds of milk sold per c;,ow during the 
base year. 
57b. Enter the average number of cows on hand during the base year. 
This number can differ from the number indicated on line 14a.. 
58a.. Enter the number of acres of additional cropland that will be 
rented .if the investment is made. If no additional cropland 
is rented, enter "OOO". 
58b. E~ter the number of the first year in which the cropland is to 
be rented. Rental must · start in one of the first five years of 
the planning period. 
58c. Enter the rental rate (dollars per acre), that is to be paid for 
the cropland to be rented. Even if rental is not to start in 
the first year, the value entered should be in year zero dollars. 
If values a.re to be inflated, the model will calculate the actual 
rate for each year. 
Section IX. Modification of Assumptions 
A number of coefficients a.re used by the model in making its calculations. 
Those coefficients that are likely to be similar for a. number of different farm 
situations a.re ~tored in the computer and called assumptions. A list indicating 
the value assumed for each of the assumptions used in this program is presented 
in Table 1. Table 1 is presented on pages 3 thru 6 to make it easy to find. If 
any of the values assumed by the model are inappropriate for the situation being 
considered, these values can be replaced with more appropriate values. 
Replacement of values assumed by the model is accomplished by ma.king entries 
in lines 59 through 68. On the "a" pa.rt of the line (i.e., 59a..) enter the new 
value that is to replace the assumed value. On the "b" pa.rt of the line enter 
the assumption code corresponding to that assumption. On the input line following 
the last assumption modification enter zero (unless the last modification fills 
line 68). If no assumptions are to be modified, enter a zero on line 59. 
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. For example, if the· price of cull ·ca.ives is expected to be 20.percent 
of the cull cow price (assumption .Cl) instead of the 12 percent assumed 
by the model, the 12 percent can be replaced by 20 percent by making the 
following entry on line 59. 
59a. Assumption value desired 
Any line in Section IX. can be used to charige any of the assumptions as long 
as a.11. previous lines are used. 
ADJUSTED ANALYSES 
Most investment decisions will require one or more adjusted analyses. 
An adjusted analysis is ·made by going through the input lines and entering 
new values in the analysis 2 column for each input line in which change is 
required. If any part of a line is changed, the entire line must be entered 
in the analysis 2 column. Lines that are not to be altered are not reentered. 
The line numbers for all lines that were changed are then entered in numer-
ical order on line 69. For example, if an analysis had been made using 
a 10 percent cost of capital and there was some uncertainty about whether 
the true rate might be 12 percent, an adjusted analysis should be run. This 
would be done by entering !. g 
1 
g g 1 ! Q I } ! 1 ! in ~ine 27 and entering g 1 
1
Q Q on line 69 of the second analysis column. Any number of adjusted 
analyses can be run. 
It is important to· remember that each adjusted analysis builds on the 
previous one. Thus, if the :farmer in the above example also wanted to know 
the effect of a reduction in his cash flow estimates from $12000 per year 
to $11000 per year, he could do this by entering the new value (say 
! Q 1 Q ! ! Q Q Q) in line 28 and g ~ 1 Q Q in line 69 in the column for the 
third analysis. However, if he did this, the third analysis would use the 
12 percent cost of capital used in the second analysis. If it is desired 
that the 10 percent rate be used in analysis 3, the original values for 
line 27 must be reentered in column 3. In this case line 69 will read 
g1,g~,22· 
There ~re at lee.st two important cases where adjusted analyses should 
be used. The first is where the true value of an input coefficient is in 
doubt. The appropriate procedure in this instance is to use the _ best 
estimate of the correct value in the main analysis and then run an adjusted 
analysis with the coefficient set at the other value or values it may take. 
This procedure is illustrated in t~e above paragrap~. 
A second case is where a different combiriation ' of investment items . 
is to be considered. For -example, a farmer might consider increasing his 
herd size by only 50 cows instead of 75, or_. using a smal.ler combine- a.nd 
accepting higher losses and labor cost~. . . 
· . . · .. 
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In analyzing any problem it is important that significant effort be ma.de 
to anticipate all alternatives that should be considered. Only if this is 
done wi.11 & satisfactory answer to a. real problem ·be possible with one set of 
analyses by the computer. 
EXPLANATION OF OUTPur 
The amount of information printed out as the results of each analysis 
depends upon the comput€r accessing device being used. The first section of 
explanation of output refers to the infonnation that will be printed with 
either batch processing or a printing tenninal. Only part of this information 
is printed out on touch-tone terminals. The discussion below is labeled 
according to information item printed out and these labels are referred to in 
the eXJ)lanation of touch-tone output that appears on page 24. 
Batch or Printing Terminal 
(See example on page 45) 
Investment analysis results 
1. Net present value of the investment is the economic return in discounted 
dollars, over the planning period, if the investment i ·s made. That is, 
this is the number of dollars that, if received today, would be equivalent 
to the net income above all costs generated by the investment over the 
entire planning period. This is calculated as the sum of (1) total of the 
present value of after-tax net cash flows, (2) present value of after-tax 
terminal value of all investments, and (3) present value of investment tax 
credit, minus the total of ·the present value of all investment outlays. If 
this value is positive, the investment is a profitable one and it should be 
given serious consideration. 1/ However, it should be· stressed that the 
answers are dependent upon the input values entered and, therefore, the 
quaJ.ity of any answer is only as good as the data entered (garbage in -
garbage out) • 
2. Percent a~er-tax cost of capital is the discount rate used in calculating 
the net present value of after-tax cash flows. An a~er-tax cost of capital 
is used to reflect the fact that any return on invested capitai will be 
taxed, and thus the return given up by investing the money in this invest-
ment rather than another is less than the before-ta.x ·return by the amount 
of that return that would be paid in taxes. 
The after-tax cost of capital is caJ.culated as the before-truc cost of 
capitaJ. multiplied by one minus the tax rate expressed in decimal form. 
That is, if the tax rate is 4o percent and the before-tax cost of capital is 
10 percent, the after-tax cost of capital is 6 percent or 10 multiplied by 
(1 - .4). The tax rate used in this case is the average tax rate paid on 
the additional income generated by the investment. 
1/ For a detailed explanation of the net present value method see Aplin, R. D. 
- and G. L. Casler, Capital Investment Analysis: Using Discounted Cash 
Flows, Grid, Inc. 1973. 
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3.1 Before-ta.X ce:sh flow is the total net · cash inflow. to the business 
resulting from the . investment being considered. When the projected 
cash fl~ws are entered on lines 28-32, (the budget generator is not .·· 
.~sed)~ the before-ta.JC cas~ flow for each year is calculated as the 
value entered ·an lines ·28-32 plus livestock sales (cull: cow·and cA.1t' 
sale.s) generated by the investment, minus the cost of· purchased 
replacements that are · ttlade necessary by the investment;· Purchased· 
replacement calculations are explained in section 6 below. If the 
budget generator is used, before-tax cash flow is the estimated net 
income with · the. investment minus the net income from the business if 
the investment w:ere not made (base year income' ad.iu~ted t'o.r in'fl.a.tion 
when S.P.Plicab.le) •. 
3.2 Depreciati9n is the total aepreciation to be taken for all items 
.. included in the investment. This includes the additional 20 percent 
fir.st-year de'.Preciatiori where applicable. To calculate total depre-
ciation the computer develops a depreciation schedule ·for .. ·each· 
investment and then sunrs the depreciation for ·all items for eA.ch year. 
Items using double declining balance· and 1. 5 deelinirig··balance methods 
. . a.re ,switched to straight lin.e in .. the firs·t year that the straight . line 
- method gives a higher a.mount . of depreciation·. 
3. 3 Taxable income is th~ increase in taxable income resulting from the . 
investment. It is calculated as the' bef'ore·-tax ca.sh flow m:i,nus depr-e-
ciation with five adjustments. The fi·rs"t adjustment reduces taxable 
income to reflect capital gains treatment of some livestock s&les. ~ 
This is accomplished by subtracting half of the inC'ome from .the sale 
of raised livestock from before·-tax cash flow minus depreciation. 
Animals purchased as yea.rlings .a.re· not considered to be ·ira.ised animals. 
For the second &q.justment, the cost . of purchased replacements is added 
to taxable income. (This is equivalent to subtracting the cost of · 
purchased replacements from expenses before computing before-ta.JC cash 
flow.) This is .required because depreciation on these animals is 
included in total depreciation. Adding purchases to· taxable income 
a.voids the double count·ing that would occur if both cost and deprecia-
tion were included as costs. 
The third adjustment subtracts the sale value of purchased cows sold 
:rrom taxable income. The ~a.1.yage value is not taxable income because 
it represents . the return of money invested at the time the cow was 
purchased. Only the amount that the cull price exceeds the salvage 
value is taxable. Alternately, if the cull price is less than· the 
salvage .value, a loss is incurred at the time of the sale. This gain 
or loss is handleq in adjus:tmen~ four. 
The fourth adjustment changes cash flow to reflect the difference 
between the tax s.alvage value ... used for :purchased cows and the» &etual 
cull price received. If the cull price exceeds the s·alvage value 
used and an animal is sold a:rter being fUl.1y depreciated, the amount 
by ._which the ctU.1. pri~e e_?Cce.eds the salvage value is ordinary gain 
an~ is thus added to taxable. gain. If the salvage value exceeds the 
cull price·, the difference is· subtracted from taxable gain. If the 
cull price exceeds the purchase price, onJ.y half of this difference 
is s.dded to taxable income since this income is subject to ca.pita.! 
gains. 
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For the fifth adjustment, the sale value of purchased yearlings that are sold 
is subtracted from taxable income. Half of the a.mount by which the sale price 
of purchased yearlings (cull price) exceeds the purchase price for those year-
lings is added to taxable income because this income is subject to capital 
gains. The difference between the cull or purchase price, whichever is smaller, 
and the salvage value is added to taxable income since this reflects income that 
is taxable as ordinary gain (or loss if the result is negative). 
3.4 Tax is the amount of federal paid on the increase in taxable income explained 
above. To calculate personal income taxes, the marginal federal tax bracket 
entered on line 27 is used to indicate the level of income if the investment 
is not made. Specifically, the level of income at the middle of the federal 
tax bracket indicated is used as the base. That base income is adjusted up-
ward to get the level of income that would have been necessary in order for 
the taxpayer to have paid federal taxes on that base income (itemized deductions 
are assumed). If more than one operator is involved in the business, the 
taxable income is divided by the number of tax families before federal income 
taxes are calculated. After federal income taxes are calculated they are mul-
tiplied by the number of federal income taxes are calculated they are multi-
plied by the number of tax families. Total tax as printed out as part of the 
results of each analysis is federal income taxes only. 
3.5 After-Tax Cash Flow is the Before-Tax Cash Flow explained in section 3.1 
minus the increased taxes that would be paid. 
3.6 "Present Value" is the present value of the after-tax cash flows. It is 
the value in today's dollars of the cash flows generated during each year 
of the planning period, after adjusting for the taxes that would be paid 
on that increased income. The "present value" for each year is calculated 
by discounting the after-tax cash flow received in that year with the after-
tax cost of capital. 
3.7 "Total present value" is the arithmetic sum of the present value of after-
tax cash flows for all the years of the planning period. 
4.0 Investments (outlays) are printed out only for years in which there are 
one or more investments. Purchases that are required to replace part of 
the initial investment are included. 
4.1 Building, equipment and land outlays indicate the a.mount of investment 
made each year to purchase and/or replace investment items indicated in 
the input. 
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4.2 Cattle otttle.ys .. are divided into two parts, (1) investment in 
purcha.s'ed cattle and (2) the value of raised animals that are part 
of the investment. The value of purchased cattle in any year is 
the number of animals purchased that year multiplied by the purchase 
price per head. · ·· 
·The model assumes that for every cow increase in herd size one 
additional animal must be purchased or an .extra. raised animal added 
to the herd. Thus, the number of raised animals that must be 
included as part of the investment· is calculated for .each year as 
the increase in herd size minus the number of purchased animals. 
The value of these raised animals is calculated as the number of 
animals multiplied by the purchase price per head for purchased 
animals. · 
Cattle outlays also include investment required for ye·arlirigs 
added at the time herd size is increased. The value of yearlings 
is calculated as the number of yearlings purchas~d or ·raised 
multiplied by ·the respective price for each. 
4. 3 Total investment or outlay for each year is the sum of all buildings, 
equipment, purchased cattle, raised cattle and land investments made 
in taat year. 
4.4 The "Present value" column indicates the present value of .total 
investments or outlays for each year. This is the economic cost in 
today's dollars of the investment made in each year of the planning 
period. These values are calculated by discounting the total invest-
ment for each year by the after-tax cost of ca.pi tal. 
4.5 "Total present value" is the sum of the present value of the total 
investment for all of the years of the pla..."llling period. 
4.6 Terminal value before-tax indicates the remaining value of alJ. the 
items .in each of the investment categories (buildings, equipment, 
cattle and land) at the end of the planning period. For buildings 
and ·equi'Pment this is the· undepreciated value of the buildings and 
machines pur.chased as part of the investment. The before-tax 
terminal value of cattle is the increase in herd size multiplied by 
the value per cow a.t the end of the :planning 'Period indicated on 
line 20a., plus the increase in heifer numbers multiplied by the 
average value per heifer at the end of the planning period from line 
20b. The terminal. value of land is the sum of the terminal values 
for each of the land purchases indicated as pa.rt of the input. 
4.7 After-tax terminal value is the value of the investment at the end 
of the 'Planning period minus taxes that would be paid .if . those items 
were sold at the end of the planning 'Period. 
There is no taxable gain on buildings and equipment because their 
va.l.ue if sold is assumed to be equal to their tax basis (undepreciated 
balance). However, the amount by which the terminal value of land 
exceeds its cost is taxable. Since the income is taxable as capital 
gains, one-ha.lf the increase in value is multiplied by the tax rate. 
The tax thus calculated is then subtracted from the before-tax 
termina.l value of land to get the after-tax terminal value. 
-22-
The taxable incane generated by the hypothetical sale of cattle is 
calculated as one-half the value of rais~d animals plus the taxable 
income from the sale of.animals that ~re purchased. The va.l.ue of 
raised animals is the total increase in the . value of the herd minus the 
value of animals purchased in the last "X" yea.rs where "X" is the number 
of years to replacement for purchased cows. Taxable income from the 
sale of purchased animal.s is the dfff'erence between the mideprecia.ted 
balance for those animals purchased in the last "X" years and their 
terminal value, divided between capital gain and ordinary income as 
appropriate. The taxable income is multi plied by the tax rate a.nd the 
resulting tax subtracted frem the before-tSJC terminal value to get the 
a~er-tax terminal value of cattle. 
For both cattle and land, the tax rate used is the average marginal 
rate pa.id on increased income resulting from the investment. This is 
the same rate that is used ·in calculating the after-tax cost of capital.. 
4.8 Present value of the after-tax terminal value of investments indicates 
the value in today's dollars of the money that would be received if 
the items purchased as part of the investment were sold and the required 
taxes paid on the gain from the sale. While these items may or may not 
be sold at the end ·of the planning period, the .increased value repre-
sents gain on which ta.xes will have to be paid sometime. The :present 
value of the after-tax sale value of these items is likely a good 
approximation of the .:remaining value of investment items regardless of 
when they are sold. 
5.1 Investment tax credit is the amount of investment tax credit that l;nuld 
be earned if the investment were ma.de. This includes both federal and 
state investment credit, including state investment tax credit that is 
used to offset unincorporated business tSJC. Information is printed 
out for years in which investment credit is ea.med. 
5.2 Present value of investment tax credit is the value of the investment 
tax credit ea.med by the investment in tenns of today's dollars. This 
is the value of the investment tax credit a.f'ter discounting at the 
after-tSJC cost of capital. In calculating this value it is assumed 
that the tax credit is used in the year :Lt is ea.med. 
6. 0 Two types of budget information may be printed out. When the budget 
generator is not used, the budget information includes only the live-
stock information generated by the mode.1 and a ca.sh flow summary. This 
is explained in 6 .1 below. When the budget generator is used the com-
plete budget for the first five years of .the investment are printed 
out. This section is explained in section 6.2 below. 
Bud.get generator not used. 
6.1.1 Purchased replacements indicates the amount spent to replace animals 
purchased as part of the investment. This does not include any replace-
ments that have been or ma.y have to be purchased for the ·existing herd. 
Purchased replacements for ea.ch year is calculated by first calculating 
added replacements required as the increase in herd size in the prior 
"years to replacement" yea.rs and then di vi ding by the number of years 
to replacement. The number of purchased replacements is added replace-
ments mul.tiplled by the percent to be replaced with purchased anima.1.s 
from input line 18c. The price per head for purchased. anima.1.s is used 
to calculate the value of purchased repl.a.cements. 
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6~1~2 .Livestock sales indicates the increase in cull cow and calf' sales 
resulting from the increase -in herd size which is part 9f the invest-
ment·~ The increase in number of cows sold is calcu1ated as the in-
crease in herd size . divided by the number of years to replacement. 
This implies a cull.1ng rate of 33 1/3 pe~cent with three years to 
replacement, a 25 percent culJ.ing rate with four years to replace-
ment, and so forth. The value of the addi tiona.l cows culled is 
ce.lcu1ated as the number ctilled multiplied by . the price indicated 
on input line 17 c. · 
Increase in calves sold is calculated using assumption 02 and the 
increase in herd size. The value of calves is ~etermined from 
assumption 01 and the· cull price entered on line 17c. 
6 .1. 3 Input cash flows is the level of ca.sh flows entered on lines "28 · 
through 32. 
6.1.4 Increase in cash flow is thettotal increase in net cash f'.l.ow result-
ing from the investment. It" is calculated as the input ca.sh flow 
plus livestock sales minus purchased replacements. Increase in cash 
flow is the before-tax cash flow used in section 3.1 above. 
Budget generator used 
6.2.1 When the budget generator is used, values for all income and expense 
categories are printed out for each of the first five years of the 
investment. The method used to estimate each of the income and 
expense items is indicated in the section entitled Method of Est:ilnat-
ing Cash Flow Values for Dairy Budget Generator. 
6.2~2 Iner.ease in cash flow indicates the ·amount that net income is 
· · increased by the investinent over what · it would be with the bas·e year 
busin·e·ss .. ufider the same price, cost and inflation conditions. Under 
conditions of zero inflation, increase in ca.sh flow is the difference 
between base year net income and budgeted year net income. Ho~ever, 
if a positive rate of inflation is assumed, increase in cash flow is 
the budgeted year net income minus base year net income calculated 
with the inflated prices and costs appropriate for the budgeted year. 
Increase in cash flow is the before-ta.JC cash .flow used .in section 3.1 
above. 
Warnings 
7.1 In calculating the net present value of the investment, the model 
assumes that there is sufficient ta.JC to be paid that .all investment 
tax credit can be ta.ken in the year it :becames available, or that 
sufficient taxes have been paid in previous years that the investment 
tax credit can be used by carrying the tax credit back to previous 
years. However, the model has no way of !mowing whether this is true. 
Thus, the years for which the tax credit exceeds the total. ta.x due 
from the business, including the investment, are determined. If there 
are any such years, the message shown below is printed followed by a 
listing of the specific yea.rs ·for which tax credit exceeds estimated 
tax. 
~TMENT TAX CREDIT EXCEEDS TAX Tl' BE PAID IN YEARS : 
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7.2 Unprofitable investments, investments with large negative cash f'low in 
one or more years or investments with a large amount of depreciation to 
be ta.ken in one year can :provide the business with losses (negative total 
taxable income, including income without the investment) in orie or more 
years. Tax law allows these· losses to be carried backward or ··forwa.rd. 
Since the level of ta.xa.ble income in yea.rs previous to model year zero 
a.re unknown to the program and since losses frequently occur in the first 
few years, the model does not attempt to move losses forward :o~·back. 
If there are losses, the message shown below is printed followed by a 
listing of the specific years in which losses occur. 
LOOSES INCURRED BUT NOT CARRIED FORWARD OR BACK IN YEARS: 
7.3 The amount of special 20 percent first•yea.r depreciation that can be 
taken in any one year is limited to depreciation on $20,000 per tax pay-
ing family, assuming a joint return is filed. If the amount of invest-
ment on which special 20 percent first-year depreciation is indicated 
exceeds $20,000 times the number of tax families, the following message 
is printed out, followed by the number of the specific years in which 
this occurs. 
SPECIAL 20 ~ FIRST YEAR DEPRECIATION TAKEN 
EXCEEDS ALLOWABLE LIMITS IN YEARS: 
Touch-tone Terminal 
(See example on page 54) 
Each result provided by the touch-tone terminal corresponds to a part of the 
output generated for batch and printing terminals. For those result items 
that are identical to a printing terminal output item, only the section number 
where that output item is explained is given. 
Result 1: 
Result 2: 
Result 3 - 12: 
Result 13: 
Result 14 - 23: 
Result 24: 
Result 25 - 28: 
Result 29: 
Section 1 
Section 2 
The first ten years of a~er-tax cash flows as 
explained in section 3.5 
Section 3.7 
Section 4. 3. Data will be provided only for 
the first 10 yea.rs in which investments take place 
Section 4.5 
Section 4.6 
Section 4.8 
Result 30 - 34: 
Result 35: .. ... : 
Result 36: 
Result 37 - "63: 
Result 64: 
Result 65: 
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Section 5.1 
. Indieates ·the total amount of investment 
tax credit generated by the investment 
over the pl.a.nning period. 
Section 5.2 
Section 6.2.1 · 
Sections 6.1.4 and 6.2.2 
Sections 7.1, 7.2 and 7.3 except that the 
program gives the number of yea.rs the condition 
holds instead of indicating the specific years 
in which the condition is incurred. 
Error Messages 
If a questionable input entry is made or an inconsistency is found in the 
data input, an error message is given. For some errors the input informa-
tion must be corrected before an analysis can be made. For other errors 
the message is just a warning that the input information may be incorrect. 
Printing terminals will print out the message indicated. Touch-tone 
terminal.swill indicate that an "error occurs in. input value X," where X is 
the number of the input line where the error occurs. With touch-tone 
termina.1.s, all errors, including warnings, must be corrected before the 
a.na.l.ysis can be carried out. 
The errors and an explanation of their. causes are listed below. The line 
number in parentheses after ea.ch error message indicates the input value 
number that touch-tone terminals will give if this error occurs. When no 
line number is indicated, the error may occur with a number of different 
input values. Some input value numbers may correspond to a number of dif-
ferent errors. 
1.. * .LINE "X" TOO LCM AND IS IGNORED 
"X" indicates the line number of a line of data that has 
been entered after data for a higher line number has been entered. 
This may reflect an attempt to reenter a line or entry of data out 
of order. The data being entered for line X will be ignored. If 
. the data should be included, it should be entered as a data. correc-
tion after all data is read in. Analysis will be carried out lllll.ess 
other errors are found. 
2. *** FIRST LINE= "X", PLANNING PERI¢D MISSING (1) 
The first line is missing. "X" indicates the number of the 
first line rea.d. in. The program cannot run without the pla.nning 
period specified. 
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3. *** LINE 27 MISSING (27) 
Line 27 is missing. The "'Program· cannot run without cost of 
ca:pital and tax rate information. . 
4. * ZERO MISSING AFI'ER LINE "X" 
"X" indicates the last line read in for a section. The next line read 
is in the next section. If the line followirig line number "X" should 
have been a zero, no change is required. However, if data should have 
been entered on the line following line "X", the correction should be 
made before analysis is completed. 
5. *** LINES MISSING BETWEEN LINE "X" AND LINE "Z" 
This error indicates that data required for the problem has not 
been entered. "X" indicates the line entered before the missing data, 
"Z" indicates the next line number read. For example, if a building 
cost and year of purchase are indicated on line 2, line 3 data must be 
entered. If line 4 was entered immediately after line 2, the error 
message would be *** LINES MISSING BETWEEN LINE 2 AND LINE 4. 
6. *** PLANNING PERI ¢n· · LESS THAN 1 YEAR ( 1) 
A planning period of less than one year has been entered. The 
. .. shortest planning period the model can use is one year. 
7. *** PLANNING PERI¢D GREATER THAN 25 :!EARS ( 1) 
A :planning period of more than 25 ··years has been entered • . The 
longest :planning period the model can use is 25 years. 
8. *** DEPRECIATION YEARS "Y" EXCEEDS REPLACEMENT YF~ "Z" IN LINE ''X" 
The number of years that· an item is depreciated over must be equal 
to or less than the number of years it is to be used. 
9. *** INAPPROPRIATE DEPRECIATION TYPE "Z" IN LINE '!X" 
Depreciation type must be a number 1 through 9. In most cases where 
this error occurs "Z" will be zero indicating that a depreciation type 
has not been indicated. · ; 
10. *** YEAR OF PURCHASE "Z" IN LINE "X" N¢T IN PLANNING PERI¢D 
All items that are part of the investment must be purchased during 
the planning period. "Z" indicates the purchase year entered. 
11. *** CULL COW VALUE "Z" EXCEEDS PURCHASE PRICE "Y" 
CUll cow price must be less tha.n or equal to the purchase price 
per head. 
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12. *** PERCENT OF COWS REPLACED -WITH· PURCHASED ANIMALS "Z" EXCEEDS 100 
Percent of replacements to be purchased must be 100 or less. 
"Z" indicates the pereentage entered. This message will normally 
indicate incorrect entry ·of data. 
13. *** ---: COW DEPRECIATION YEARS "Z" EXCEEDS YEARS TO REPLACEMENT "Y" 
IN LINES 18 A?i."D ·19 
Cows cannot be depreciated over more yea.rs than they are 
expected to be kept in the herd. 
14. *** COW SALVAGE VALUE "Z" EXCEEDS PURCHASE PRICE 
The salvage value us.ed for depreciation purposes cannot exceed 
the purchase price. "Z" indicates the salvage price entered. 
15. *** SUM OF CASH FLOW YEARS IN LINES 28- 32 DOES NOT muAL 
PLANNING PERIOD 
The number of years for which cash flows are entered on lines 28 
through 32 must equal the planning period. If' there are years of 
zero ~ash flows, these must be included. 
16. *** ASSUMPTION CODE "Z" USED IN LINE "X" DOES NOT EXIST 
Only assumption codes listed in the "list of assumed values"· 
can be used. "Z" is a code pumber which is not on the list. 
17. *** CANNOT USE BUDGET GENERATOR - NUMBER OF COWS IN BASE YEAR 
IS ZERO 
A number of calculations ·used in the budget generator require 
the number of cows in the base year. Thus, the generator cannot be 
used unless the base year number .of cows is greater than zero. 
METHOD OF ESTIMATING CASH FLOW VALUES FOR BUDGET GENERATOR 
The budget generator estimates each bud.get cash flow value individually. 
All budgeted va.lues are based on the base year performance and other input 
data. The listing below indicates the method used to estimate each ·cash 
flow item. The procedures outlined do not include inflation adjustments. 
If values are to be inflated, they are calculated as indicated below and 
then modified to reflect the inflation rates indicated in assumptions 29 
and 60 through 81. 
Labor 
Feed 
Ma.chine hire 
Machine re;pairs 
Auto expense 
Gas and oil 
Purchased replacements 
Breeding fees 
Veterinary and medicine 
other livestock expense 
Lime and fertilizer 
Expenses 
Labor is increased from ba.se ye.e.r value to · the· final 
value (input line 4 7) ·. in proportion to the increase 
in cow numbers unless assumption code 11 is set to 
1 through 5. In this c&se, the total increase occurs 
in the year entered for assumption value (i.e. years 
1 through 5). -
Feed cost per cow, acres of corn ~er - ~ow, acres ~f 
hay crops per cow a.nd acres of other feed crops per 
cow are calculated for the base year. Feed cost 
per cow for each year is calculated as base year 
feed cost per cow multiplied by the number of cows, 
plus or minus any deficit or excess acres of each 
crap multiplied by the feed value of that crop 
(assumption codes 12, 13 and 14). If feed crops 
were sold in the base year, the deficit is adjusted 
for that portion of feed crop acres used to produce 
crops sold. In addition, an allowance is ma.de for 
feed crop sales generated by a change in acreage 
from base year data. If assumption code 15 is O, 
a.ny deficit in cro;p production will be subtracted 
from feed crop sales before feed costs are increased. 
Cost per acre of corn, other feed crops, and non-feed 
crops (excluding hay) from base year multiplied by 
acres of corn, other feed crops, and non-feed crops. 
Maximum of (1) cost per crop acre from base year 
multiplied by the number of crop acres in each year 
or (2) minimum marginal machine cost with increased 
herd number (assumption code 16) multiplied by 
number of cows. 
Base year expense per cow times number of cows up to 
maximum percent increase indicated in assumption 17. 
Base year cost per acre times number of crop acres 
with a minimum percent increase equal to the percent 
increase in machine repairs. 
Base year value plus replacement purchases made 
necessary by new investment in cattle. 
Base year cost per cow times number of cows. 
Base year cost per cow times number of cows. 
Base year cost per cow times number of cows. 
Data in assumption codes 18, 19, and 20 are used to 
calculate lime and fertilizer "corn equivalents l". 
Lime and fertilizer per "corn equivalent l" in base 
year is multiplied by "corn equivalent l" acres for 
ea.ch year. 
Seeds and plants 
Spray a.nd other cro;p 
expense 
Land, building, and 
fence repair 
Taxes 
Insurance 
Rent 
Telephone and Elec-
tricity 
Miscellaneous 
Milk sales 
Livestock sales 
Crop sales from feed 
crops 
Non-feed crop sales 
Miscellaneous 
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Base year cost per "corn equivalent 2", calculated 
using assumptions 21, 22, and 23 multiplied by 
"corn equivalent 2" acres for each year. 
Base year cost per "corn equivalent 3",calculated 
usir:g assumptions 24, 25, and 26 multiplied by· 
"cor;i. equivalent 3" acres for each year. 
Base year cost per dollar of real estate investment 
times total investment (base year va.lue of real 
estate plus average value of buildtngs over their 
life plus land purchases). 
Base year cost per dollar of real estate investment 
times total investment. 
Base year cost per dollar of real estate investment 
times total investment. 
Base year value plus rental indicated in line 58. 
Cost per cow in base year times number of cows. 
Same percent of total expenses as in base year. 
Income 
Milk price in base year times amount of milk pro-
duced (h' cows times production level) as adjusted 
by assumptions 27 and 28. 
Base year livestock sales plus additional value of 
livestock sold as a result of livestock investments 
included as part of the investment. 
Base year sales per feed crop acre (corn plus hay 
plus other feed crops) times number of feed crop 
acres, minus adjustments for feed deficits as 
indicated in feed costs. Base year sales = (crop 
sales) (1 - % of crop sales from non-feed crops). 
Base year value per acre is calculated as total 
crop sales multiplied by "percent of crop sales 
from non-feed crops" divided by number of acres of 
non-feed crops. Budget value is base value per 
acre multiplied by acres of non-feed crops for each 
year. 
Same percent of total receipts as in base year. 
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(This page is intentione.ily blank) 
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EXAMPLE 
Background Information 
Kenneth Ka.se, the operator of a 6l~cow dii.iry fa.rm; · is considering an expan-
sion in herd size to 100 cows. He has ···e·stima.ted :'t'hat the following items 
would be needed: 
Barn addition 
24' x 65 1 silo 
Silo unloader and conveyor 
Extension of pipeline milker 
Gutter cleaner 
Forage harvester 
Other small items 
$42,000 
15,000 
3,500 
2,000 
3,000 
4,ooo 
1,500 
Th~ herd would be gradually expanded to 100 cows by a combination of raised 
and purchased cows. Purchase price is estimated to be $500 per head. Actual 
nUmber of animals purchased and average number of cows for each year is 
iisted below. · · 
Numb-er of C-ows Average Number 
Year Purchased of Cows 
--. . 
0 10 
1 5 80 
2 5 85 
3 5 90 
4 0 95 
5-15 0 lOP 
Ken is in the 22 percent Federal tax bracket and has a before-tax cost of 
·ca.pi ta.l of 11 percent. He wants to use a 15-year planning period. 
Ken's wife says h~ can expand the dairy herd only if he remodels her kitchen. 
She would be satisfied with the old kitchen if no expansion is ma.de. There-
fore, Ken wants to consider the $2,000 as pa.rt of the investment required; 
but, of course, it is not depreciable for ta.x purposes and not eligible for 
investment ta.x credit. 
Twenty acres would be rented to provide roughage needed. The cropping 
program is indicated below. 
Cropping ·:Program 
Planned 
1974 'Future 
CrO!' Acres Acres 
Cnrn for silage 26 8o 
Com for grain 10 0 
Oats st 11 -- ··o 
Hay, lnd cut 68 .&? .. 
Hay, 2== cut <~r ?' 
Hay, pastured 25 o-
IIiO I~ 
CAPITAL INVESTMENT 
Item 
Livestock 
Feed & supplies 
Machinery & equipment 
Land & buildings 
TOTAL 
EXPENSES 
Labor 
Hired labor (21 mo.) 
Feed 
Dairy concentrate 
Hay and other 
Machinery 
Ma.chine hire 
Machinery repairs 
Begin_-
$ 34,500 
6,ooo 
23,375 
62,500 
$126,375 
Auto expense (farm share) 
Gas & oil . 
Livestock · ' 
Purchased livestock 
Breeding fees 
Veterinary a.nd medicine 
Milk marketing 
Other dairy expense 
Crops 
Lime & fertilizer 
Seeds & plants 
Spray, .otl}er crop expense 
Real Estate 
Land, building, fence repair 
Taxes · 
Insurance · · ·. 
Rent .,. 
... 
Other Cash Expense 
Telephone (farm share) 
Electricity (-f~m share) 
Interest paid 
Miscellaneous expense 
TarAL CASH EXPENSES 
Non-Cash Items 
Depreciation of .machinery* 
Depreciation of buildings** 
Unpaid labor (5 mo.) 
Interest on farm equity@ 7% 
TOTAL FARM EXPENSES 
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FARM BUSINESS SUMMARY 
Kenneth Kase Farm 
End 
$ 37,.500 
.. 7,'700 
27,000 
69,000 
$141,200 
$ 7,000 
13,600 
0 
.... . . 
200 
2,500 
400 
3,100 
900 
800 
500 
700 
900 
1,200 
800 
100 
900 
1,100 
850 .·. 
0 
150 
700 
800 
200 
$ 37,400 
3,525 
1,000 
1,750 
8,900 
$ 51,175 
IIBCEIPI'S 
Milk sales 
Dairy cattle sold a.rid calves 
& other livestock sales 
Crop saleE 
Miscellaneous receipts 
TOTAL CASH RECEIPI'S 
Increase in livestock 
Increase. i~ ~~ed & supplies 
TOTAL FARM REcEIPI'S 
FINANCIAL SUMMARY 
Net Cash Farm Income 
Total Cash Receipts 
Total Cash Expenses 
NET CASH FARM INCOME 
Labor & Management 
Total Farm Receipts 
Total Farm Expenses 
LABOR & MANAGEMENT INCOME 
BUSINESS FACTORS 
Man equivalent 
Number of cows 
,Number of heifers 
Lbs. of milk sold 
Lbs. of milk sold/ cow 
Lbs. of milk sold/man 
Cows per man 
"lo Feed is of milk sales 
Av. price/cwt. milk 
Fe.~.d purchased per cow 
CROPS .GRC?Wt! 
Yield 
·" '. per 
Acres ;acre 
Corn for silage ~ lbt 
- Corn for grain 10 75 bu 
oats 11 68 bu 
Hay, 1st cut 68 
Hay, 2nd cut . ~) 3.3 t 
115 
*Machinery purchased= $7,150; sold = $0 
**Real estate purchased = $0 
$59,900 
6;000 
l,4oo 
800 
$68,lM 
3,000 
1,700 
$71,4oO 
$66,700 
36,000 
$30_, 700 
$71,400 
51,175 
$20,225 
3.2 
61 
43 
726,000 
11,900 
227 ,ooo 
19 
20 
$8.25 
$ 223 
Total 
420 t 
750 bu 
750 bu 
224 t 
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Most of the entries in Sections I thru VI .&re simple transfer of data 
f'rom the above list tn the input form with appropriate entries relative to 
depreciati.on, investment ta.x .cre<l:f t and replacement. Since th~re were more 
than three equipment itetns some grouping was required. The forage ha1vester 
and gutter cleaner were judged to have similar lives and thus were grouped 
together. For similar reasons, the pipeline and other sma.ll iteins were 
. grouped together. 
The farm business summary f()r the Kenneth Kas farm for 1974 is shown 
on page 32. This set of receipts and expenses would approximate the base 
year data for the farm if it continued to operate with 61 cows. The re-
ceipts and expenses have been entered on the appropriate lines of the input 
form, with the following excepti:ons where adjustments have been ma.de: 
Line 35b. 
Line 36b. 
Machinery z:epai,:i- in 1974 was abnormally high. For 
the base year, it was reduced to $14oo, which is more 
realistic considering repair bills in years previous 
to 1974. 
The gas and oil expense was reduced from $3100 to 
$1500 for the base year. Late in 1974, Mr. Kase had 
purchased a large amount of fuel .for use in 1975. 
Note that total expenses shown on page 8 of the input form are n~t 
the same as total ca.sh expenses in the farm business summary. Interest 
paid is not included as an .expense in the budget generator input. In this 
example, adjustments in expenses will also meke the two totals differ. 
. -34- . 
• . .. BASE YEAR DATA ADJtSTMENTS 
3. 
·, . '· 
4. 
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ACCESS PRCGMM 50 (Form l) 
.COMPUTERIZED PLANN+NG FOR DAIRY FARMS 
PROORAM If.Pi'! Phone Date------
'BAMB[(tJ/IITJI_~.}.#;_ _______ ,___ Address ______ _ 
\2\" cb&rac~rs mas1mum1 
Ilm3TMENT,1'P4tlJLlLlf _D~.~~~-11£t!'P_IL~~-C~Y~-----
'"""' cb&ractera maXimum.1 
Section I. 
l. a. Planning per:lod (yea.rs) 01. tl~ 
Section II. Bull Investment Information. 
ANALYSIS 
l 
Up o 3 buildings or· categories ot nga 1D8\Y' be specified. 
are involved, enter a "O" in line 2 and proceed to ].µle 8.) 
2. Item or group A fi ......... ~....._ 
IYl. ID !I .M~e1.q~1 
b. Year of purchase / (o •beg. of pla.nning ___ pe_rl_Od_; ______ __... 
l • end of lat year, etc.) 
a. Total cost 
~-I 
AKAL?SIS 
2 
It no buildings 
~ - - - - -t- -t 
3• &. Depreciation yeua 03. ii€f~RJll.?JLt.92f I- -l- -\-l-t-1- -I 
b. Salvage percent ________ __.f 
c. Depreciation type; l.i:l$traight 
line; 2=i6 traight line with 
additional. 2~; 3-Double decline 
bal&nce; 4aDouble decline balance 
With additional 20'/o; 5-1.5 decline 
balance; ~l. 5 decline bal.ance with 
additional 201,; 7-Sum-of-digita; 
I S.Sum-of-digits with e.d.dition&l ~; 9-ffon-deprecie.ble items. 
d, Does investment qualify for Federal I investment ta.x credit? 
(0 a no; 1 a yes) 
e. Does invest..ment qU&lify for State 
investment tax credit'/ 
(0 = no; 1 ~ yea) 
t. Years to replacement 
(if not to be replaced. enter 0 • 
!/ Model will replace the item or group the number ot times required to 
canplete the planning period. _ 
(·2-) 36 
x,nm ABALtSm ADLtsm 
1'0. 1 ' 2 
4, Item or group B.2f.
1
x U 1 &• ~ ~<f&~ .4._~ 
(if none i• to be conaidered, .n r v (Ill line ii and proceed to line 8). 
5. 
•• Total cost 
b. Year ot purchase 
(0 • beg. ot pl•nn1"1 pei'I04; 
1 • end ot lat yr., etc.) 
•• Depreciation yeara 
"· 
Salvas• percent_ 
.. 
n .. Deprecu,tion type 
(see ~ tor types) 
d. Federal ITC 
(0 • no; l • 191) 
•• State !'I<; (O • no; • yea 
t. Years to replacemmt ________ _ 
. {if Mt to be replac t 
enter O). !/ 
6. It. or ~ c /IU,.~ P~L1 1'-v ~ .. (it none 11 to b.,osral&~v Yo"Cl1 llJie 6 and :proceed. tc Une 8). 
a. Total coat 
b. Year ot purchase 
(0 • beg, of planning per!04; 
l • end ot let year, etc.) 
1. a. Depreciation yeara 
b. S&lvage percent 
--------
c. Depreciatien tne _______ _ 
(see 3c tor types 
4. 7ed.eral.ITC ____________________ __, 
(0 • no; l • yea 
J- ~ --- -1- -I 
,_ -i- -1-1-f-t- -i 
y Mo4el will replace the it. or group the nmber ot times required to 
canplete the piumsng period. 
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LINE 
NO. 
-
ANALYSIS 
l 
Section III. Equi~t Investment Information. (Up to 3 items or e&egorles of eqUlpment may be specified. 
It no equipnent ia involved, enter a "O" on line 8 and . 
proceed to line 14.) 
8. Item or group A,l,'.f. ~-f= e tk#'V 
a. Total dollar coat 08, ~ Q ,,;_;,g~l 
b. Year of purcha.se . J 
(0 •beg. of planning period 
1 • end ot lst year, etc.) 
9. ... Depreciation yeara 
~ 
lJ .. Salvage percent 
c. Depreciation type 
(see 3c tor typeaJ 
d. Federal ITC 
( O • no; 1 • yes 
I 
t. Years to replacement (it not __J 
to be replaced, enter o). 1/ __ _ 
e. State ITC 
(o • no; l • yee 
A1'ALYBIS 
2 
I- - - - - -.t- -4 
I- ~1- - -J-t-1-·1- -I 
10. Item or group B u ~ ~ ~~"'~ . · . ~. ~. -~ . . .  . ~. . 
(If r.one is to ~on~dere&; enter "oi!tfu~e · l.O and proceed to line 14.) 
'·'· Total dollar eoat 10. jDQ J~Q e1RQf 
b. Year of purchase __________ ._] 
(o • beg. of planning period, 
l • end ot lst year, etc .• ) 
-1- - - - - -f- -i 
u. a. Depreciation year_·_· ____ n_._IL_~_,7, Q/JlJ.ff!J! ·~ b • s aJ. ¥-age percent . 
e.. Depreciation type (see 3c for types_) ________ _ 
I- -J- -t-1-f -f- -1 
d. Federal ITC 
-------------(0 • no; l • yes 
e. State ITC 
__________________________ ___, 
(0 • no; •yes 
f. Years to replacement (if not 
to be replaced, enter o)-. y -------
!/ Mc4el v1ll replace the item or group the number ot times required to. ccmplete 
tbe planning period. · · . 
(-4-) 38 
LINE ANALYSIS ANALYSIS 
.1!2!. l 2 
12. Itemorgroupc~e&:~v~~~·t;;-J . 
(If none is to Poe considered, enter & "o"on e i2 and eed. to line 14.) 
a. Tota.l doll.&r cost ~ - - - -·-1- -t 
b. Year of purchase 
(0 • beg. ot piannlng per!Od, 
l ra end of lat year, etc.) 
13. a. Depreciation years 
b. Salvage percent 
c. Depreciation type 
(see 3c tor types) 
d. Federal ITC (o • no; l • yea) 
----13._~_~1~!.tljU~ 
_J 
~~I- -1-1-1-t-1 
e. State ITC 
----------------------------( O •no; •yea 
t. Years to repl&cement (if not to 
be replaced, enter 0). y _______ ,,. 
Section IV. Li ve1tock Investment Ir..formation. 
(It no livestock is involved, ente:r "O"' on line 14 & line 15 an4 proceed to line 21.) 
14. a. Number of cowa before 14. f ~ !t g' ~,, l~ t- ~ -1- - -t- - -l 
b. Average number of cows I 1n year l c. Average number ot c~n in year 2 
15. a. Average number ot cows 15. jPt 9.1?.f.il ~~ J- ~ -1- - -t- - -f 1n year 3 
b. Average number of cows 
in year 4 
c. AverafJe number of cows 
in year 5 
16. a. Number of cows purch&aed 16. 10 L Qlgg-:fj.Q g..£j I- - q ... - -1- - ~ iu y~ o. g/ I b. N\.Dber of cows purchased 
in year l 
c. Number of co~~ purchaaed 
in year 2 
yAnials to be purchased early 1n any busineaa year should be included with t.he 
preceding investment year purchases. Include ~ &111mal e purchaaed. to inCNUe 
the herd. size. Do not in~ude animala purcbaaed as replacmnent1. 
(-5-) 39 
LINE ANALYSIS AKALYSIB . 
..!.2.:. ·1 2 
17. a. Number of cows purchased 17. ~Q{ifJ9~~o~, J- - -l- ._ -1- - -t in year 3 l b. Number ot cows purchased in year 4 
c. Cull value per beat)/ 
18. a. Purchase price per heai)} 18. 1°~0 Q1#~~ ~ - - -t-r- - -t 
b. Years to replacement 7 c. Percent to be rer>laced w1 th purchased animals 
19. a • . Deprec1ation }""ea.rs 19~ 1'1y11!Qf11 t-1-1- - -1-1-1 
b. Depreciation type 
(see 3c for types) 
c. S&lvage value per head 
for ta.x depreciation 
purposes 
d. Federal. ITC (O-no; l.yea) 
e. Ste.te ITC (Oarno; l.wyea) 
20QI a. Value per cow at end of 20. ~ D .Qf2'let.O.! 'l.f t- - -1- - -1- - -l ple.zl.ning _period. JI I/ b. Average value per heiter at end of planni.Dg period. JI. 
c. Increase in number of heifers 
by end ot pla.nnillg period ,,, I 
Section V. Land Investment Information. 
rEnter &ll depreciable real estate .under Section ll. It rio l&ncl purch&ae ii 
involved, enter 0 on line ·21 and proceed to line 27.) 
21. Item or group A 
a~ Year ot :p.xrcbaae 21. ~ - I- -f- - - - - ~ ~-1------1 
b. Coat I 
22. TeminaJ. value e.t end of 22. 1-----1 t- - - - - -t planning period 
23. Item or group B 
a. Year of purchase 23. 1-+7--i f- -1- - - - -1 
b. Coet 
JI Enter value in year 0 .dolla.ra. If cow value& are being inflated, an .actual 
dollar val.ue will be calculated by 1ntlat1ng the value entered. 
(~6-) 4o 
LID AKALYSIS 
110. l 
24. Terminal value at end ot 
Jt]..um1ng period 24. I- - - - -·-I 
25. Item or group c 
a. Year of purchase 25. I- -1- - - - - -t 
b. Coat I 
26. Terminal value at end of 
planning period 26. 1~ - - - - -I 
Section VI. Incane T&X and Cost ot C!Eit&l Information. 
27. a. Cost ot Capital. (;,) 27. 
\. Fedetal !Deane tax 
bracket a.ssuming the proposed 
investment 1 a not -.de. 
e. Taxable Bueine as Income ( $1000) 
for unincorporated busineas tax 
IL Ljidjg!I~ LJ~ l 
( w1 thout investment) • 
-------
d. State code (Hew York • 31) 
--------
e. Number of tax tamilies 
Section VII. Pro ected. Increase in C&ah 1lov. 
AllALYSIS 
2 
~ - - - - _, 
I- -J- - -- - -l 
t------1 
~ -1- -l- -I- -1-f 
I cash low is to be estima.ted b;y e program, enter "O" on line 28 and proceed 
to line 33). Entgr increase 1n cash tlow before income taxes. (Projected in-
crease 1n caah receipts minus increase 1n cash expenae1). '!!/ 
28. a. , Years '-f 28. ~+-7- --I ~ -1- ---- -t 
b. Amom.t 
29. a. Yea.rs 29. 1-+7---I I- -t- - - - - -f 
b. Amount 
30. a. Years 30. l-+7---I ,_ -1- ---- -f 
b. Amount 
31. a. Yea.rs 31. l-+7---I ~ -1- ---- -I 
b. AmOunt 
32. a. Yee.rs 32. 1-+7---1 f- -1- -----t 
b. Amcnmt 
~ Do not include increased sales ot calve• and cull cows DOl' added purchased 
replacesnents. 
2f Tot&l ot years in 28 thru 32 mu.st equal plann1 ng period in line 1. 
Section VIII B et Pro ection Data. 
I caah flows are entered on ines 28 
through 32' go to line 59). 
<-1- ). l+l 
ANALYSIS 
l 
CASH mcoME AND EXPmSE DATA FOR BASE YEAR §! 
33. Labor 33. fQQ 1 QQQf 
:;4. Feed 34.~J.~H~~ 
Machinery 
35. a. Machine hire 35. ~~QQt.01 f Q~ 
b. Machinery repad.rs / 
36. a.. Auto Expense {farm share) 36. JDf g2,g1,rg~ 
b. Ga.s a.nd oil / 
Livestock 
AKAL?SIS 
2 
~---·-~ 
t------t 
I- - - -1- - - - -I 
,_ - ~ -1- - - - -1 
37. a. Purchased replac--em-ent_a_1_/ __ 37_. l_fl_~_'_g_~_,Q/j'Q~ j- __ -+- --1 
b. Breeding fees . 
38. a. veterinary & Medicine 3B. 1o.,rg~gj ~g~ f- __ -1- _ - _ 1l 
b. other livestock expense ________ /
39. Lime and Fertilizer 
4<>. a. Seeds a.nd plants 
b. Spray, other crOJl expense 
Real Estate 
·39.,9g1~~~ 
lt-0. IQI 221.9 i' D ~ 
41. a. Land, buildings & fence rep&ir 41.f9f2'2t9L f_ gq 
b. Ta.xes . / 
42. a. In~urance 
b. Rent 
---------------
~-----1 
t---i-~--1 
§}Adjust base year record were more or less tb&n one year's expenae ia 1ncl.U4ed 
1.e. , if the feed b1ll was paid ott, include only those feed cost a incurred 
during the year. The data entered for the base year should refiect the results 
at tuture operation of the business if the ~vestment is .not made. 
'1f Include cml¥ replacements for the preaen~ owned herd. Excl.u4e animals 
purcbaaed to increase herd size. · · . 
Other 
43. a. Telephone & FJ.ectricity 
b. Miscellaneous 
Total Expenses 
44. Milk sales 
45. Livestock. sales 
46. a. Crop sales 
{-8~ 42 
LINE 
~ 
ANALYSIS 
1 
44. ~€~UQ.~ 
45. t92 ~~~~I 
46.fQL f Q~g IQ'lt 
b. M! acellaneous / _____ _,, 
Tot&l. Income 
Total Expenses 
Net Cash Flow 
OTHER INFORMATION 
47. a. Hired labor costs in 5th yea.r 
48. a. Acres of corn - base year 
41. 19e7qq~I 
4S.19~~f> !~Q !!!j 
b. Acres of corn .. Year 1 ________ _../ I 
c. Acres of corn - Year 2 . 
49. a. Acres of corn - Year 3 49. lD I OJ Q f cz1.0 I~ 
b. Acres of com - Yee.r 4 _____ , ... __ 
1
__,J ·; t 
c. Acres of corn - Year 5 and after . 
50. a. Acres of hay crops - b&se yea.r 50. 0. ~ lJ Q I e ,. g f ~ 
(include cro:pls.nd pasture) r . l /7 /! I 
b. Acres cf hay crops .. Year l 
------
c. Acres of hay crops - Yee.r 2 
-------
5l. a. · Acres ot ha.Y crops - Year 3 51. IQ I QjQ .@~lg j~ 
b, Acres ot h&¥ crops - Year 4 ~/ 1 / 
c. Acres ot h8iY crops - Year 5 and af'ter ~ 
.ANALYSIS 
2 
t- - - -1~ - - -·1 
1------l 
l------f 
l- - - - -1- - -1 
191tg~~ 
j- ·- -1- - -t- ~ -f 
f- - _,_ - ·~1- - -f 
l- - -1- - -t- - -f 
f- - _,_ -1- -1 
(-9-) 43 
LINE 
NO. 
ANALYSIS 
l 
ABALTSIS 
2 
52, a. !::s Y~!:i. other feed crops - 52. ,~ 1 lligg,g g~ ~ _ -1- _ -1- :- -I 
b. Acres of other feed crops - Year l · 
c. Acres of other feed crops - Year 2 ____ __, 
53. a. ~=s3of other feed crops - 53 • .pg"gg~gg~ 
b. Acres of other feed crops - Year 4 ~ · J. · 
c.. Acres of other f'eed crops - Year 5 and a."'ter · 
54. a. Acres or non-feed crops 
base year 
54
• !9- -1- 7 -1-7 -I I- - -1~ -+ - -l 
- Year l __} I b. Acres of non-feed crops 
- Year 2 
-----
c. Acres of non-feed crops 
55. a.. Acres of non-feed crops 
Year 3 -
55
• ~ - -t~ ..: -t- -l -Yea.r4~ . b. Acres of non-feed crops 
c. Acres of non-feed crops - Year 5 
-----
56. &. Percent of crop sales from 56 lgOtA069 ·000. 
non-feed crops - b_a. ___ se __ ye_ar ___ .. ------1-;-.. --'"1 
57. 
b. M&rket ve.lue of real estate 
before investment 
a. ;:;:ds cf milk per cow base 57 • 11 l 'Jg q'f' 4 
b. Average number of cow11 in base year · I 
58. a. Added crop acres rented 58.19~~~~~ 
b. Year rent to start (1·5) ______ / / 
c. Rental rate per acre . 
Section IX. Modification of Assumptions '§./ . 
I- - -1- - -t- - -t 
t- ~ -f- - - ·- - ~ 
j- - - - -1~ - -t 
I- - -t-1- -i 
(Enter "o" on line tollov1ng last modification to be made. If none, enter "O" 
on line 59) 
59. e.. Assumption value desired 
b. Assumption code 
§/see user's manual f'or assumptions and how to use this section. 
I- - - - - _._,_ ~ 
(-10-J ..,,. 
L!NE AKALYSIS AKALYSIS 
NO. 1 2 
-
6o. .&. Assumption value desired 6o. 1e Q ~qtt.ff~ ,_ - - -. - _._,_ .. 
b. Aa~tion code . I 
61. a. Assumption value desired. 61. J.9 - - - - -·-t- i I- - - ~ - -·-1- .. 
b. Assumption code . l 
62. Assumption value desired 62 . . f- .- - - - -·-t-. a. . · 1- - - - - -·-7 4 
b. Assumption code 
63. a. Assumption value desired 63. ,_ - - - - -·-7-i I- - - - - _._,_ w 
b. Assumption code 
64. a. Assumption value desired 64
•J- - - - - ·-·-t- -f '"- - - - - -·~1- . 
b. Assumption code . I 
65. a. Assumption value desired 65. t- . I ~ ~ - - - - -·~1- .. 
. ------7 
b. Assumption code 
66. a. Assumption vaJ.ue desired 66. ,_ - - - - -·-h ~ ~- - - ~ - -·-t- -
b. Aasumption_ code I 
67. a. Assumption value desired 67. t • t -t. I- - - - - -~-1- -
-------7 . 
b. Assumption code 
68. a. Assumption value desired 68.1- - - - - -·-17-t I-.- - - - .. -·-t-- -
b. Aasumption code 
69. Input line numbers changed 6 ~7 . . ~ a. 9
• ·-t- -I- -1- -1-· -t- -f- -f- . for analysis 2 
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Printing Terminal Results 
ACCESS PROGRAM 50 
COMPUTERIZED PL.ANNING FOR DAIRY FARMS 
USING FORM 1 OF PROGRAM 50 
INVESTMENT ANALYZED FOR KENNETH KASE 
INVESTMENT IS EX.PANS ION OF DAIRY HERD BY 40 COWS 
THIS IS ANALYSIS l 
lINE# VALUES: 
l 15 
BU!LOING INVESTMENT 
2 42000. o. 
3 15. o. 1. o. l. 
4 15000. o. 
5 15. o. 1. l. 1. 
6 2000. 4s 
7 o. o. 9. o. o. 
EQUIPMENT IN VESTMENT 
a 3500. o. 
9 s. 10. 3. l. 1. 
10 3500. o. 
11 10. 10. 1. 1. 1. 
12 1000. o. 
13 6. 10. lo 1. 1. 
LIVESTOCK INVESTMENT 
14 61. 800 85. 
15 90. 95 .• 100. 
16 10. s. 5. 
17 5. o. 200. 
ie 500. 4. 20. 
19 3. l. 110. 1. 1. 
20 500. 250. 17. 
LAND INVESTMENT 
INCOME TAX, COST OF CAP IT AL 
27 ll. 22. a. 31. l. 
Kaae, results 
o. 
o. 
o. ' 
a. 
1 o. 
6. 
INCOME, EXPENSE - BASE VEAR 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
4b 
OTHER INFO 
47 
48 
49 
50 
51 
52 
5.3 
54 
5~ 
7000. 
13600. 
200. 
400~ 
900. 
500 .. 
1200~ 
BOO. 
900~ · 
850. 
850. 
599000 
6000. 
1400{1 
7000. 
l'tOO. 
1500. 
800. 
1600. 
100. 
1100. 
o. 
200. 
800 .. 
36s 
so. 
80. 
80. 
so. 
so. 
93. 
80ot 
o. 
o. 
80. 
so. 
o. 
0-; 
8D. 
ao. 
o. 
o. 
o. 
o. 
. 56 o. 69000. 
57 ll900. 61. 
58 £0. 1. 15. 
MOD ASSUMPTIONS 
59 50.0 56. 
60 40.0 57. 
_q6_ 
Kase, results, cont. 
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· Kase., results, cont. 
1. NET PRESENT VALUE Of INVESTMENT ( $) IS: 37388. 
2. PERCENT AFTER TAX COST OF CAPITAL IS: 1.1 
. 3. CASH FLOW 
BEFORE TAX DEPRE- TAXABLE AFTER TAX PRESENT 
YEAR CASH FLOW CI AT ION INCOME TAX CASH FLOW VALUE 
l 11974. 7410. 3754. 1388. 10586. 9830. 
· 2 14255. 7581 .. 5944. 2247. 12008. 10352. 
3 l 6568. 7772. 8121. 3137e 13432. 10752. 
4 18618. 7519. 10758. 4085. 14533. 19802. 
5 2 0599. ' 6907. 13432. 51HL, 15481. 10683. 
6 20599. 6413 .. l4l2b. 5418. 15181. 9727 .• 
7 20599. 6101. 14448. 5655. 14943. 8891. 
8 20599. 6062. 14506. 5593. 15006. 8290. 
9 20599. 6820. 13759. 5296- i5302e 7849. 
10 20599. 6601. 13977. 5350. 15248. 7262. 
ll 20599. 6437. 14141. 5470~ 15129. C.690. 
12 20599. 6314. 14264. 5482. 15117. 6207 • . 
13 20599. 6222. 14357. 5614·. "14985. 5713. 
14 20599. 6153. l't426. 5556. 15.043. 5325. 
15 20599. 6101. 14478. 5580. 15019. 4936. 
TOTAL 123309. 
4. INVESTMENTS (OUTLAY J 
CATTLE PRESENT 
YEAR BUILDINGS EQUIPMENT PURCHASED RA! S ED LAND TOTAL VALUE 
0 57000. 14000. 5500. 4500. o. 81000. 81000. 
1 o. o'i 2500. 225. o. 2125. 2530. 
2 o. o. 2500. 225. o. 2725. 2349. 
3 o. a. 2750. o. o. 2750. 2201. 
4 2000. o. o. 2475. o. 4475. 3326. 
6 o. 6300 .. o. o. o. 6300. 4037. · 
8 o. 3150. o. o. o .• 3150. 1740. 
10 o. 3150. o. o. o. 31'50. 1500. 
12 o. b300. o. o. o. 6300. 2587. 
TOTAL 101271. 
TERMINAL VALUE .._ _..._._.~ ~ ~--- 411949' .- ._ .. 
BEFORE 
TAX o. 6242. 23150. o. 2 9992. 9858. 
AFTER 
TAX o. 6242. 20037. o. 26279. 8637. 
-1&8-
· Kase, results, cont. 
5. INVESTMENT TAX CREDIT 
YEAR 
l 
2 
3 
4 
7 
9 
11 
13 
AMOUNT 
571 o. 
83. 
83. 
102. 
74 7. 
490. 
490. 
74 7. 
PRESENT VALUE OF INvESTMENT TAX CREDIT IS: 6713. 
6. BUDGET 
ITEM 
LABOR 
FEED 
MACHINE HIRE 
MACHINE REPAIRS 
AUTO EXPENSE 
GAS t. OI l 
PURCHASED REPLACEMENTS 
BREEDING FEES 
\!ET & MEDICINE 
OTHER LIVESTOCK 
LIME t FERT 
SEEDS & PLANTS 
SPRAY & OTHER CROP 
LAND, BUILD, REPAIRS 
TAXES 
I NSliRA NC E 
RENT 
TELEPHONE t cLECTRICITY 
MI SC • EX PENS ES 
TOTAL EXPENSES 
MILK SAL ES 
LIVESTOCK SALES 
CRO? SALES - FEED 
CROP SALES - NON-FEED 
MISC. INCOME 
TOTAL 
NET I ~COME 
INCREASE IN CASH FLOW 
l 
1000. 
15659. 
340. 
1875. 
525. 
2009. 
1400. 
1049. 
b56. 
2098. 
1853. 
1027. 
141. 
1272. 
1554. 
1201. 
300. 
1115. 
244. 
41318. 
77682. 
7182~ 
1600. 
o. 
1028. 
87492 • . 
46174. 
11974. 
2 
7000. 
18238. 
340. 
2000. 
557 .. 
2143. 
1400. 
1115. 
697. 
2230. 
1853. 
1021. 
141. 
1272. 
l55&t. 
1201. 
300. 
1184. 
263. 
44514. 
82847. 
7430. 
1600. 
o. 
1092. 
92969. 
48455. 
14255. 
YEAR 
3 
7000. 
20066. 
340. 
2125. 
590. 
2211. 
1400. 
1180. 
738. 
2361. 
1853. 
102 7. 
141. 
1272. 
1554. 
1201. 
300. 
1254. 
277. 
46956. 
88049. 
76 78. 
849. 
o. 
1148. 
97724. 
50768. 
10568. 
4 
1000. 
21795. 
340. 
2250. 
623. 
2411. 
1900. 
1246. 
779. 
2492. 
1853. 
l 021. 
l 'tl. 
1272. 
1554. 
120 l. 
300. 
1324. 
294. 
49801. 
93287. 
8126. 
o. 
o. 
12.06. 
102619. 
52818. 
18618. 
INVESTMENT TAX CREDIT EXCEEDS TAX TO BE PAID IN ~EARS: 
l 
5 
1000. 
24374. 
340. 
2375. 
656. 
2545. 
1900. 
1311. 
820. 
2623. 
1853. 
1027. 
141. 
1285. 
1570. 
1213. 
300. 
13.93. 
313. 
53039. 
98197. 
8374. 
o. 
o. 
1267. 
107838. 
54799. 
20599. 
THIS IS ANALYSIS 2 
Kase, results, cont. 
"OAT A CHANGES 
.. . 47 14000. 
, e·No Of CHANGES 
1. NET PRESENT VALUE OF INVESTMENT ( $ J IS: -32. 
2. PERCENT AFTER TAX COST 'OF CAPITAL IS: 8.7 
3. CASH FLCW 
bEFORE .TAX DE PRE- TAXABLE AFTER TAX PRESENT 
YEAR CASH FLOW CIATION INCOME TAX CA SH FLOW VALUE 
l 8544. 7410. 324. 114. 8449. 1155. 
2 9922. 7581. 1610. 571. 9351. 7914. 
3 11332. 1112. 2885. 1054. 10278. 8003. 
4 12479. 7519. 4620. 1725. 10753. 1102. 
5 13557. 6907. 6390. 2438. 11119. 7327. 
6 ·13557. 6413. 7084. 2573. 1098~. 6658. 
7 13557. blOl. 7406. 4724. 10833. 6041. 
8 13557. 6062. 7465. 2632. 10925. 5605. 
9 13557. 6820. 6717. 2359. 11199. 5286. 
10 13557. 6601. 6936. 2403. 11154. 4843. 
11 13557. 643 7. 7100. 2506. 11051. 4415. 
12 13557. 6314. 7223. ~515. 11042. 4058. 
13 13557. 6222. 7315. 2629. 10928 .• 3695. 
14 13557. 6153. 738·4. Z578. 10979. 3415. 
15 13557. 6101. . 7436 ·. Z598. 10959. 3136. 
TOTAL 85852. 
4. INVESTMENTS (OUTLAY J 
CATTLE PRESENT 
YEAR BUILDINGS EQUIPMENT PURCHASED RAIS ED LANO TOTAL VALUE 
0 57000. 14000. 5500. 4500. o. 81000. 81000. 
1 o. o. . 2500. 225. o. 2725 • 2507. 
2 o. o. 2500. 225. o. 2725. 2306. 
3 o. a. 2750. o. o. 2750. 2141. 
4 2000. o. o. 2475. o. 4475. 3205. 
6 o. 6300. o. o. o. 6300. 3819. 
8 o. 3150. o. o. o. 3150. 1616. 
10 o. 3150. o. o. o. 3150. l3b8. 
12 o. 6300. o. o. o. 6300. 2315. 
TOTAL 100278. 
TERMINAL VALLIE . ...,....._ __ __. ..... ~-------
BEFORE 
TAX o. 6242. 23750. o. 29992. 8-582. 
AfTER 
TAX o. t>242. 21148. o. 27390. 7837. 
-50-
5. INVESJMENT TAX CREDIT 
YEAR AMOUNT Kase, re8Ulta, coat. 
l 571 o. 
2 83. 
3 83. 
4 102. 
7 747. 
9 490. 
11 490. 
13 747. 
! 
I 
PRESENT VALUE OF lNV ES TM ENT TAX CREDIT IS: . j6557. 
6. BU.OGE T YEAR 
ITEM l 2 3 4 
LABOR 10410. 11308. 12205. 13103. 
FEED 156~9. 1823 8. 20066. 21795. 
MACHINE HIRE 340. 340. 340. 340. 
-- MACHINE REPAIRS 1875. 2000. 2125. 2250. 
AUTO EXPENSE 525. 557. 59-0. 623. 
GAS & 01 L 2009. . 2143. 2217. 2411 • 
PURCHASED REPLACEMENTS 1400. 1400. 1400. 1900. 
BREEDING FEES 1049. 1115. 1180. 1246. 
VET & MEDICINE 656. 697. 738e 779. 
OT MER LIVESTOCK 2098. 2230. 2361. 249·2. 
LIME E:. FERT 1853 .• 1853. 1853. 1853. 
SEEDS & PLANTS 1027. 1027. 1027. 1027. 
SPRAY t CTHER CROP 141. 141. 141. 141. 
LANO, BUI LO, REPAIRS 1272. 1272. 1272. 1272. 
TAXES 1554. 1554. 1554. 1554. 
I NS URA NC E l20l. 1201. 1201. 1201. 
RENT 300. 300. 300. 300. 
TELEPHONE & ELECTRICITY 1115. 1184. 1254. 1324. 
Ml SC. EXPENSES 264. 288. 308. 330. 
TUTAL EXPENSES 44748. 48848. 52192. 55940. 
MILK SAL ES 77682. 82847. 88049. 9328 7. 
LIVESTOCK SALES 7182. 7430. 7678. 8126. 
CROP SAL ES - FEED 1600. 1600. 849. o. 
CROP SALES - NON-FEED o. o. o. o. 
Ml SC. INCOME 1028. 1092. 1148. 1206. 
TOTAL 8 7492. 92969. 97724. 102619. 
NET INCOME 42744. 44122. 45532. 
INC.REASE IN CA SH FLOW 8544. 9922. 11.332. 
INVESTMENT TAX CREDIT EXCEEDS TAX TO BE PAID IN YEARS~ 
l 
NO MORE ANALYSES - RUN ENDED 
466 79. 
12479. 
5 
14000. 
243 74. 
340. 
2375. 
656. 
2545. 
1900. 
1311. 
820. 
2623. 
1853. 
1027. 
141. 
1285. 
1570. 
1213. 
300. 
1393. 
354. 
60081. 
98197. 
8374. 
o. 
o. 
1267. 
107838. 
47757. 
13557. 
IRPt1l' 
LID AJIALYSIS 1 
01 &f .tg.e~P.9. O'l 
03 l~Q~ljal 90 ~ '2L.£QQ f'g-o, !.~O,!-.~£,gg 06 ctQ.18 Q~Qi' 
07 2 e., C2 ~ 2' ?-, ~ Q 9 
o8 Q.iUQ~~9 09 f2 L ,~li,491 10 QO.~ Q~Q.O 
ll l ~ .! ~ .!. / !, L. ~ 
12 Q21JH1~1Q9' 13 Q ~L~!1l, .l,Q_ 
lJI. Qf.!1U~2.f.f 15 · 012..ri~r.LEg 16 QL~Q2-1RRF 17 
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ACCESS PB.OGRAM 50 - COMPUTERIZED PLANNING FOR DAIRY FARMS 
SHORT nrPt1r F()RM 
PHOWE DATE 
ADDRESS 
--------
~~ .. ~~-----
AllALYSIS 2 
-..---
_.. _ 
- -- - - -- -1....,. ...,.  
... -i _.. -1-t ·-· _, ~- -
- ~ .cw- ....,. ~ ~, . ..... ~ 
- _,_ ~-4-1-!-- -
........... ,....,. ............. ~ ............. 
- _,_, -1-l-i--t- -
.......... .,.,. ........ ·-I -.... """""" 
- -t- -t-l-t-i- -
....... ...,,. ................ 'l!Mt"tCllMI- ~ 
- _,_ -;-t-•-l"'"" --
... ~ .......................... , ........... ...., 
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-- ........ t~ -- ....... , ... ~ .....,, 
..... .,. ~ ....... ....,. _...,~ ...- .,.... 
- - -t- - -1~ - -
._. ......... , ............. , .... -- _,_ 
- - - ._,,,~, .... -- --
-1-t- - -1-1-
..,. .- .... _. ............. , ......... 
ANALYSIS ~ 
._.. ....... ~ ........ f..-s. ..... 
- _. ..... ~1-t-1--t- ..... 
~ ..... ~ ....... ,#1~ ...... t~ --
- __ ,_ -1-1_,_,_ -
- -·- - - _,_ -
- -l- -i-t-t-t- --
- - ~-· - - ~1- -
_,. -t- -1-t-~-·- -
............. -- --- ........ , .... ,..,; 
- -1- -1 ·-•-1-1-- -
................. ,,... ... ,._.. ..... 
_. -·- · -1-~---j- -
......... --1~ .., ........ , ..... - ..... 
..... . --- .... ,...,. ........... , ....... -- -
1""" ........ , __ -- --t~ ,._, __,. 
......... -·-- ..... -1- ._ -
--- .... .,,... ..-.1~1-- _....,.... 
-1-1- --·-·-
... - 119t,_ ... ----- ....., .... 
ANALYSIS 4 
- -1- -l-1-l-I- - ~ 
.,_.._......,.,... ... --1_..... I 
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. - -1- _,_,_, .......... -
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-_,_ -·-·-·-·- -
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._, ..... _, ... - ..... , ... ,,_....,. 
........ __ ,_ -- __ , __ ~ ~ 
._., ....... ,_ ......... , ... - -
... ~ .. , ...... --1- ~ -
-- ~ - .... , ... , .... - ~ 
-t-t- - -·-·-
.... - ._..,_ ... -1~ -- ~ 
IBPUT 
LIRE 
21 
22 
23 
2~ 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
4o 
41. 
42 
43 
~ 
i.5 
1t6 
ANALYSIS 1 
Q_, _____ _ 
- -·- - - - - -
__ , _____ _ 
L 1_,~ B1Q f.,~ L11. ~ _,_ - - - - -
---t------
--t------
-2-
ANALYSIS 2 
- -·- - - -· - ~ 
~- _, ·- - - - - -
.._ -·- - - - - -
--·- _,_ -·- __ ,_ 
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- - - - -t- - - - - - - - _,_ - - -
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- - -1-t- - • \Jl 
w 
. -·- -.. 
-1- -
-·- -
- ...,.. - ..... ._. -- --t.- .... 
- - - - - - • -1- -
.. _ .,_. - - - - . _,_ -
~.-.-- ..... ---. _.,,...._ 
. __ , ... -
...... ,_ --
- -·- -·- -1- _,_ -l- -1- -~~ -
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RESULTS • COMPUTERIZED PLANNING FOR DAIRY FARMS 
Result Analysis An~ais . . An&4rs1s 
OtrrPUT No. 1 ·2 3 
Net present value ot ,---
..1; 3f f -~~ inVestment {$) 
--t2l-.:. 
After tax coat of capital (%) ~ Z7 p,7 
After tax cash f1ow: year l 03. I~ .S-B' ~f~2 
year 2 04. a Cl.Qt:. '4 2s1 
year 3 05. l..31. ~ii Ll.1 ~Zl 
year 4 o6. 'L~S3~ _ l .. D,_1. 'l_r·3 : 
ye.a.r 5 i 07. /~ ~'JL 11, / ·l -.9 
year 6 I 
..L:5;. I. ii /~j "' 1': . ca .. 
year 7 09. . £::~ f~Z.. '"• t J..~ 
year 8 10. l.£ Q~~ t.",, ~~ s-
year 9 ll. t!-£ .3 oea /Ii t.. t.t 
. ; 
year 10 12. ls;il.U 11, L5:..~ 
i- 4 . 
Present value ot atter tax 
-[lJ. /~ J, 30f. ~5'",. lS d ca.sh flows 
v ' I 
l 14. q ~ UO.Q.Q o. & fl,. a~o • ! 15. l & ~zas I& &Z.:1.£ • 
Year in Which investment is .· f 16 el & .;t. 7'3.£ ~& ..s, zr.s & 
made AND &m0t.L'1t of total ' . I .. "" • 
investment (first t-en yea.rs l J 1. a:; & 4._zso .il & A47SD & ~~. of investments) if & 4A~7r£. .f& 't fLZF & $ • 
19. 6& ,,~4' ~ 6& '"';200 & 
20. i. & J. 1£.o i& 3,. /$0 & 
2J. • ./O& 2... 15:_() /0& 3,.IS-tJ & 
22. /~& '~ 3()0 /~& '/ 301 & ; 
23 .. & & & . 
Present value of investments -G; IOI,. ~ Zl /ti 0 1. :tza 
(-12-) 55 
Result Analysis ~·1• ~·i• . No. 1 2 3 
Buildings . 25. 0 Q 
Before Tax Equipment 26. 
'· i!~~ '·~~.a hnd.nal. Values ... • 
ot CattJ.e 21. rl J, z~o ~3,. zs-o 
·Land 28. 0 0 
Present value ot after tax 
-fii terminal value of &ll invest- £437 z 137 
ments 
~ l & S:Z/~ I " ~Zlf! .· & Year in which investiuent tax . l 30.; , 
cred1 t is rece:I. ved AND 81!10unt , 31. ;t & g .3 1'l & 8_;3 & 
ot investment tax credit (first · · ~& l..J ·~ •. f.3 & · five years with investment tax -, 32. 
credit) j 3~· 
"'' 
LQi\ . ,,.. (Qc:\ • 
f 3~· l& Zi:Z 2• Z'tZ • 
Total investmsnt tax eredit(a) 
......_ 
~ ~ .;l.{~ t 'f:,fi\ 
Prasent vaJ.ue of investment 
-f 3§ •. ,0 .71~ · ,,rs7 . tax creclit 
~et Values ~o. !f/'1 Labor ~?" ?, 0~..£_ 
"' ' . ... 
Fae4 383 _ l~'l ,.:if.. /~-, f:.t. 
Machine hire 39. J+'o ~4'0 
Yac.l:line repairs .4o ~ {J; I z.s:_ '· l1. l2.:£ 
Auto expense 41 .. ~tll . .S- ~&£.. · .-
Gas and oil 42. ,rJ, 0 02 . 8_,.0IJ 2 ~ . 
PurJlued replacements 43.· /,, ~oo ~ ;+too 
Breeding tees 44. ftO~ .~ ·~ O~! 
Vet s.nd. medicine l;.5. 
'-S-'- ti£~ 
Other li vestoek 46. d.t. o 'l. I ~~oil 
Lime and tertilizer 47. It SS.3 1, i'S 3 
Seeds a.nd pl.a.nts 48. ~ IJ#tz ~ o;lz 
(-13-) 
" 
Resul:t Analysis Analysis . Analysis 
No. 1 2 ~ 
SpJ"8\V' and other crop . 49. .l~ l1£ 
Land, build. J repairs 50. 
-1.t Z.3 
"' t11. ZB 
Taxes 519 /if~t=_ ~.S-Si'-
Insurance 52~ 1.~"' ~ ~o t.. 
Rent 53. .30 0 ".30 ·0 
Telephone and electricity 54. 1 // ·~ 1 l/S-
Miscellaneous ex:penaes 55. ~¥¥ .2 ~st 
Total expenses ;6. ~~ 318 - ~~ 311 . 
Milk sal.es 57. zz 'l;i ZZ.~&a, 
Livestock ss.les 58., 7./f;( - ~/Y~ 
Crop sales - feed 59 • ~ 6tJo 
'l ' ·" 0 Crop sales - Non-feed . 6o, ~ (') 
Mis~ellaneous income 61. 1 ~~ i · ··~ .();3 l 
Total incane 62. r "'-· *"'- ' :> . ~z ¥2.a 
Net income 63. ~~11+t 1!. _, ~ 1 "" 'ii-
Increase in c&Sli now 64. 11, ~7¥ I, St,1. Si-
Number of yea.rs investment tu 
credit exceeds tax to ·oe paid 
~ number of yea.rs losses 
a.re .incurred and not carried 65., 1&0& o , .,,, (),, 0 8t • forwa..""d or bs.ckw!a.rd .fu"W nur.iber 
of yea.rs special 2(1$,first · yea.r 
depreciation exceeds ~
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An8:\Vsis with Only Federal Taxes 
On the preceding pages, the Kase fa.rm dairy herd expansion was anal.yzed 
using both federal and state income taxes. An analysis of the same investment 
using only federal taxes is presented below. The only changes in input occur 
on line 27 which is reproducea oelow. -
Section VI. Income Tax and Coat of Capital Information. 
27. 27. IL L1..3 £1.jg ~,~ Jlll 
Federal Inccme tax l 
brs.cket assuming the proposed 
investment is not made. 
----
a.. Cost 9f Capital (~) 
c. Taxable Business Income (ttooo) 
for unincorporated business tax 
( wi tho;.rt investment) .. 
d. state code 
----~-------------------,,,_ ____ _ 
e. Number of tax families-----------
I- -I- -1- -t- -11 
Zeros a.re entered on line 27c because the unincorporated business tax is 
not considered. The state code for a non-existent state is entered on line 27d. 
This insures that no state income taxes are calculated. 
For states with no state i ncane t ax, investment propose.la can correctly 
be a.nsl.yzed using only federal. taxes by f'ollm.1.ng the above procedure. 
For states with state L-='lccme taxes but for which no state ta.x subroutine 
i s available , a.n approx:ima.te in-vestment analys:ts es.n be made by considering 
only federal taxes in t he e.nAveis. The net present value can then be 
Nljusted., impli citly or explicitly, by using sta-t~e tax in.formation for the 
sta.te in whi\!h the busine-ss is located.~ If the uger is unsure whether a 
state ta.x si.:h:routirH:: is s.ve.ilabl e. ~ the user ' s state code Rhould be entered. 
!f no sta.te ta...'.: subr outL""le i s av-a.ilable the computer will a-._-rtomatical.ly 
calculate only :federal t&.."tes. 
Printing Tem.inal Results 
Only line 27 ot the input data is shown a.s it vculd a.ppee.r on the 
printout. The remainder o~ the printout of the input data is the same as 
ab own on pages 45 s.nd 46. 
The present value ~sis is shown on the foll.owing tvo pages. 
-58-
ACCESS PROGRAM 50 
COMPUTERIZED PLANNING FOR DAIRY FARMS 
USING FLRM l Of PROGRAM 50 
INVESTMENT ANALYZED FOR KENNETH KASt 
INVESTMENT IS EXPANSION OF DAIRY HERO BY 40 COWS 
T~l$ IS ANALYSIS l 
··INCOME TAX, COST OF CAPITAL 
21 11. 22. o. 53. 1. 
Kaae,· C::m11" · 
Federal. Taxes 
l. NET PRESENT VALUE OF INVESTMENT {$) IS: 38221. 
2. PERCENT AFTEK TAX COST Of CAPITAL IS: 
·3. CASH FLOW 
BEFORE TAX 
YEAR CASH FLGW 
l 
2 
J 
4 
5 
6 
1 
8 
9 
10 
11 
12 
13 
l.4 
15 
11974. 
14255. 
16568. 
18618. 
20599 e 
20599. 
2 0599. 
·20599. 
20599. 
2 0599. 
20599. 
20599. 
20599. 
20599. 
20599. 
TOTAL 
4. INVESTMENTS 
Yl:AR BUILDINGS 
0 57000. 
l o. 
~ (). 
3 o. 
4 2 ooo. 
6 o. 
8 o. 
10 o. 
l~ o. 
TOTAL 
TERMINAL \JALUE 
8Ef ORE 
TAX o. 
AFTE& 
TAX o. 
DEPRE-
C l AT I GN 
7410. 
. 7 5 81. 
7772.. 
7519. 
6907. 
6413. 
6lvl. 
6062 .. 
6820. 
6601. 
6437. 
6314 .. 
6222. 
6153. 
6101. 
(OUTLAY~ 
E:\./UIPMENT 
14000. 
o. 
o. 
o. 
o. 
6300. 
3150. 
. 3150. 
6300. 
6242.. 
0242. 
TAXABLE 
INCOME 
3754. 
5944 • . 
8121., 
10758. 
l3't32. 
14120. 
14448. 
145 Op. 
13759. 
139 77. 
l4l4l. 
14264. 
14357. 
l4't26. 
l4't 78. 
TAX 
879. 
1426. 
2034. 
2803. 
3658. 
3885. 
400l. 
40 2.2. 
3763. 
3833. 
3891. 
3935. 
3968. 
3993. 
4012. 
CATTLE 
PURCHASED RAISED 
5500. 4500. 
2500. 225. 
2500. 225. 
2750. o. 
0 • 2475* 
o. o. 
(j • o. 
o., o. 
c. o. 
----~.....-..--~~----~ 
23750. 
2103 a. 
8.6 
AFTER TAX 
CASH FLOW 
11096 .. 
12829. 
14534. 
15815. 
16940. 
16 713. 
16597. 
16576. 
lb83 b. 
16766. 
16 7 08. 
16663. 
1663 o. 
l6c os. 
le 587. 
LAND TOTAL 
o. s1oou. 
o. . 212 5. 
o. 2 7~ 5. 
o. l. 750. 
o. 447 5. 
o. 6300. 
o. 3150. 
0. ~150. 
o. 6300. 
o. Z9992. 
a. 27280. 
PRES ENT 
VALUE 
10217. 
l 08 78. 
l 1348. 
113 70. 
11214. 
10188. 
9316. 
8567. 
8013. 
7347. 
6742. 
bl 92. 
5690. 
5232. 
4til2. 
1~7124. 
PRESENT 
VALUE 
81000. 
2509. 
.2311. 
2147. 
~L.17. 
3840. 
1628. 
1380. 
2341. 
1J0373. 
8701. 
7914. 
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Kase, o~ 
· !'ederal Ta.xe s, cont. 
5. lNVESTMENT TAX CREDIT 
YEAR AMOUNT 
l .2850. 
2 83. 
3 83. 
4 92. 
7 467. 
9 350. 
11 350. 
13 46 7. 
PR~SENT VALUE Of INVESTMENl TAX CREDIT IS: 3555. 
6. BUDGET 
ITEM 
LABOR 
FEED 
MACHINE HlRE 
MACHINE REPAIRS 
AUTO EXPE :\JSE 
GAS & OIL 
PURCHASEG REPLACEMENTS 
BREEDING FEES 
VET & MEDICI~E 
OTHER LIVESTC:CK. 
Llfi'.E £ FEkT 
SEEDS & ;.LANTS 
SPRAY & CTHE~ CROP 
LAND, BUILO, REPAIRS 
TAXES 
l NSLJRANC E 
RENT 
TEL~PHONE & ELECTRICI TY 
MISC. EXPENSES 
TGTAL EXPENSES 
MILK SALES 
LlVESiOCK SALES 
CROP SALES - FEED 
CRCP SALES - NON-FEED 
MISC. iNCCME 
TCTAL 
NET INCOME 
INCREASE IN CASH FLOW 
l 
7000. 
15659. 
340. 
1875. 
525. 
2009. 
1400. 
1049~ 
656. 
209li .. 
l 853. 
1027. 
l 4le 
12 72 ~ 
1554. 
1201~ 
300,. 
1115. 
244. 
41318. 
77682. 
7182 .. 
1600. 
o. 
1028. 
8 7492. 
46174. 
11974. 
NO MORE ANALYSES - RUN ENOEif . 
2 
7000. 
18238. 
340 .. 
2 000. 
55L 
2143. 
1400. 
1115. 
697. 
2ZJO. 
1853. 
l 02 7. 
l 41. 
1272. 
1554. 
1201. 
300. 
1184 .. 
263. 
44514. 
82 84 7. 
7430. 
1600, 
o. 
1092. 
92969. 
48455. 
14255. 
YEAR 
3 
7000. 
·20066. 
340. 
2125. 
59U. 
2211. 
1400. 
1180. 
738. 
2361. 
1853. 
1027. 
141. 
1272& 
1554. 
12 01. 
300. 
1254 .. 
277e 
40956 ... 
88049. 
7678. 
849. 
o. 
1148. 
97724. 
50"768. 
16568. 
4 
7000. 
21795. 
340. 
2250. 
623. 
~411. 
1900. 
12.+6. 
779. 
2492. 
1853. 
1027. 
141. 
l4:'.7 2. 
1554 .. 
1201. 
300. 
1324. 
294. 
.:;980 l. 
9328 7. 
8126 .. 
o. 
o. 
1206. 
l 02619. 
52816. 
18618. 
5 
7000. 
24374. 
340. 
23 75. 
656. 
254.?. 
1900. 
1311. 
820. 
2623. 
1853. 
1027. 
141. 
1285. 
1570. 
1213. 
300. 
1393. 
313. 
53039. 
981S7. 
b374. 
o. 
o. 
l267. 
107838. 
54799. 
20599. 
